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WORLD NEWS 


Gibraltar offers 
Spain joint use 
of colony’s airport 

Gibraltar's chief minister Pater 
V. Caruana offered Spain the shared 
ime of the British colony's airport 
In a concession which could ease 
the tong-running dispute with the 
Spanish government Page 2 ; 
Etfltortai Comment; Page 13 

Heavy fighting in Kosovo 

Heavy fighting was reported in 

Serbia's Kosovo province after the 
latest ftrture by international 
wwoys to arrange a ceasefire 

between government forces and 
ethnic Albanian separatists. Page 3 

Bed Cross seeks legal protection 
The Canadian Red Cross Society is 
to seek bankruptcy protection 
against claims of more than C$5bn 
in lawsuits filed by 22,000 Cana- 
rians infected with tainted Wood in 
fla< the 1980s. Page 6 

Demand for rice expected to soar 
South Asia will experience its 
strongest demand for rice and 
other cereals over the next two 
decades, the International Rice 
Research Institute said. Page 4 

Action can on ozone layer 
Environment officiate meeting in 
Geneva called for tougher action to 
protect the ozone layer, including 
use of controls on the trade in 
banned substances. Page 14 

Sbc die in Turkish blast 
An explosion believed to have 
been caused by a gas teak ripped 
through Istanbul’s crowded spice 
market, killing six people and 
wounding scores more. Turkish 
A police said the blast toppled part 
' *• of the monumental gateway to the 

famous Egyptian Bazaar. 

Red Sea oil dispute heard 
An arbitration tribunal in London 
began hearing arguments in a dis- 
pute between Eritrea and Yemen 
over ownership of the Hanish 
islands, a potentially oil-rich area in 
the Red Sea. Page 7 

Nigeria toO rises to 45 
Fresh violence erupted in Lagos. 
Nigeria's largest city, over the 
death in detention of opposition 
leader Moshood Abtola. Newspa- 
pers said up to 45 people had died 
in two days of unrest Page 7 

US tax powers curbed 

The US Congress, with overwhelm- 
ing majorities in both houses, 
passed legislation that offers US 
taxpayers more protection against 
the Internal Revenue Service and 
shifts lhe burden o! proof from the 
taxpayer to the IRS in many cases. 
Pages 

Forest tires ravage Sardinia 
Italian firefighters worked to put 
out blazes that have destroyed 
huge areas of forest on the island 
of Sardinia and in parts of southern 
' • Italy. Some 600 hundred tourists 
were evacuated from a Sardinian 
resort near Cagfiari. 

Arrest request on Bouterse 

Dutch officials asked authorities in 
Trinidad and Tobago to arrest and 
extradite Surinam's farmer dictator 
Desi Bouterse, who is reportedly 
visiting the islands. 

Japanese make fewer trips abroad 

The number cf Japanese travelling 
abroad this summer fell to its low- 
est level in IS years, down from 
32m to 3.1m. Page 4 

Barbers protest Arabic law 

Thousands of demonstrators 
marched through Algiers to protest 
at legislation imposing Arabic as 
Algeria's sole official language. 

Many marchers were Berbers, who 
make up 30 per cent of the popu- 
lation and who want official status 
for their native language. Page 7 


BUSI NESS NE\VS 

Credit Lyonnais 
sells to Dresdner 
and Anglo-Irish 

Cr&jit Lyonnais, the French bank, 
announced a trimming of Its inter- 
national operations with the sale of 
its Austrian subsidiary to the 
Anglo-Irish Bank and its activities 
in Denmark and Sweden to Dresd- 
ner Bank of Germany. Page 16 

Quebecor printing, North America's 
second largest commercial printer, 
precipitated e cross-border take- 
over battle In Scandinavia by 
launching a SKrt.77bn <$21 9m) 
white knight bid for Sweden print- 
ers Tryckinvest i Nor den. Page 16 

Moody’s Investors Service, the US 
credit rating agency, says Japa- 
nese banks and foreign financial 
groups will be the main beneficia- 
ries of radical changes taking place 
in Japan's growing market for 
mutual funds. Page 15 

Wofford, the Austrian hosiery 
manufacturer, saw its shares fall by 
Sch442 to Sch7B5 after disclosing 
a steep reduction in pre-tax profits 
to Sch173m (SI 07m) in the year to 
April 30 from Sch280m. Page 15 

Asia’s currency markets could be 
destabilised if China is denied the 
right to continue normal trading 
with the US. senior White House 
officials warned. Page 14 

HeUer, the German machine tool 
manufacturer, is considering further 
expansion at its UK plant to boost 
output of a device made in Britain 
mainly for export Page 8 

General Electric, the world's most 
valuable company with a stock 
market value above S300bn, 
reported a 13 per cent increase in 
after-tax income for the latest 
quarter. Page 15 

Malaysia's copper demand shrank 
about 60 per cent in the first half 
of 1996 compared with a year ear- 
lier. Malaysia imported 160,000 
tonnes of raw copper cathodes in 
1997. Commodities, Page 24 

Japanese companies have shown 
Increased interest in the industria- 
lised West Midlands region of 
England over the past year, 
according to the area's develop- 
ment agency. Page 8 

EndemoL the Dutch TV production 
company, has completed the first 
stage of its international strategy 
by taking a 50 per cent stake in 
France's Groupe ASP. Page 16 

Banking m Russia has been 
shaken by two high-profile bank- 
ruptcies, boding ill for a sector 
already jittery about a possible 
devaluation of the rouble. Page 16 

Most US companies expect to have 
finished upgrading computer 
systems to deal with the “millen- 
nium bug" by the end of 1998. 

Page 6; Millennium bugs (he 
Mittefstand companies, Page 3 

Dow Jones, the business 
information company, reported 
solid growth from its new, narrower 
range af publishing ventures dunng 
the latest quarter. Page 15 

Mobil and Monument Oil of the UK 
were due to sign Turkmenistan's 
biggest oil development deal today 
m Ashgabad. Page 4 

Creative Publishing of the UK 
announced a merger with Hallmark 
Cards of the US in a deal worth 
SIBSm (S31Qm). Page 15 

Worfd Equity Markets 

Tire latest trends and data from more 
than 50 national markets at a glance 
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French bank 
chief hits at 
London link 
to Frankfurt 

Agreement between stock markets 
described as a ‘bad blow for the euro’ 


By Robert Graham to Parte 
and Andrew Rsber to Frankfurt 


The French financial 
establishment yesterday attacked 
the way the Frankfurt and Lon- 
don stock markets concluded 
their ground-breaking agreement 
to form a single European plat- 
form to trade equities. 

Michel Freyche. the head of the 
French bankers' association, 
described the deal unveiled on 
Tuesday as “a bad blow for the 
euro" and an “unfortunate prece- 
dent”. He claimed it was an 
abuse of Frankfurt's position as 
the centre of the eurozone 
through its choice as the site of 
the European Central Bank. 

His comments underscore the 
sense of hurt in Paris at being 
cut out of a key development in 
the concentration of European 
financial markets. The first step 
in the Frankfurt-London alliance 
envisages setting up a common 
access package to allow the top 
300 EU companies to be traded on 
either exchange. 

"The choice of Frankfurt as the 
seat of the ECB on German insis- 
tence confers de facto a competi- 
tive advantage on this financial 
centre, but equally imposes a 
number of duties and obligations 
to respect the rules" Mr Freyche 
said. 

‘If the capital of the euro is not 
scrupulous in observing its 
duties of transparency and Elf 
ecumenism we have every right 
to feel we have been cheated.” 

Of the agreement itself, he 
said: “We don't know much 
about the accord and one of the 
main reproaches we have is the 
clandestine nature of the negotia- 
tions." 

In Paris there is anger over 
Frankfurt's willingness to 


embrace London after the French 
bourse had been in talks with the 
Germans on a series of linkages. 

The French finance ministry is 
understood to have had no mare 
than 36 hours warning of the 
agreement. But yesterday the 
ministry sought to play down the 
impression that Parte had lost 
out. “This has been a good pub- 
licity coup for Frankfurt and 
London but we must look care- 
fully if there is real content,” 
said one official. 

Officials pointed to recent legis- 
lation giving Paris the necessary 
instruments to be a fully compe- 
titive financial marketplace. 
They also said the Frankfurt- 
London agreement should not 
necessarily override existing 
cooperation projects under dis- 
cussion with Frankfurt, includ- 
ing talks between Matif, the 
French derivatives market, and 
its German counterpart. Deut- 
sche Terminborse, 

Werner Seifert, chief executive 
of the Frankfurt exchange, which 
includes the DTB, yesterday tried 
to calm tempers, saying: “The 
alliance between London and 
Frankfurt will go forward. But 
parallel to this, other exchanges 
will be kept informed. We will 
share the results of our research 
with them. Then we shall see if 
we share the same beliefs.” 

The DTB chairman stressed 
there was a critical minimum 
the European market. 
“London can’t go ft alone. Frank- 
furt certainly cannot and nor can 
Paris. Nor can London and Paris 
manage it on their own, or just 
London and Frankfurt. So we 
will try to get other bourses 
involved." 

Lex, Page 14 

London-Frankfurt link, Page 16 


DuPont slips 8% 
on warning of big 
fall in earnings 


By Tracy Corrigan in New York 


DuPont, the US chemicals group, 
after a slide in June revenues, 
yesterday warned investors it 
was expecting a substantial fall 
in second quarter earnings. It 
blamed factors including the 
weather, the Aston crisis and the 
General Motors strike. 

The announcement contributed 
to generally negative sentiment 
in tile US stock market, with the 
Dow Jones Industrial Average 
dropping 75 points in early trad- 
ing. DuPont's shares dropped 
nearly 8.5 per cent to STOJi in 
morning trading. 

Second quarter earnings, due 
to be published on July 22, were 
likely to fall 10-15 per cent below 
the $0.99 per share reported for 
the same period a year ago. the 
company said. 

Charles Holliday, president and 
chief executive officer of DuPont, 
described as “totally unaccept- 
able" the company’s disappoint- 
ing second quarter performance 
and the management's failure to 
see the slide coming sooner. 

He said the performance in 
April and May was "about as 
expected" but in June the com- 
pany experienced a “significant 
drop" in revenues. “Unless we 
see an improvement in energy 
prices, we are unlikely to meet 
our objective of a fifth consecu- 
tive year of record earnings" 

At a press conference, he said 
half of the fall vras due to the 
“sudden shift" in its crop protec- 
tion business and half to a combi- 


nation of factors, including lower 
demand for automotive parts as a 
result of the General Motors 
strike, the lower oil price and 
lower demand In the textile 
apparel industry. 

DuPont's projected fall in earn- 
ings comes as a blow for the 
recently appointed Mr Holliday, 
and for Investors, who had been 
enthusiastic about the company's 
shift away from basic chemicals 
and towards life sciences. 

Graham Copley, chemicals ana- 
lyst at Sanford C Bernstein, the 
US brokerage, is still convinced 
DuPont's underlying strategy Is 
sound. “The strategy is abso- 
lutely right, but the market had 
gut euphoric and the stock was 
being overvalued." 

DuPont’s crop protection busi- 
ness in North America was hurt 
by the weather and by competi- 
tive price pressures. Fanners in 
the Midwest skipped some crop 
sprayings because of persistent 
rain, Mr Holliday said, adding 
that competitive pricing pres- 
sures should stabilise. 

However, some analysts see it 
as a sign that pressures In the 
sector are mounting as a result of 
expansion by a number of compa- 
nies including Zeneca, Norvartis 
and Monsanto. 

Mr Holliday said the company 
remained committed to selling 
Conoco, its oil business, through 
an initial public offering, despite 
weakness of the oil price. 


Lax, Page 14 
Worfd stocks, Page 34 
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Irish nationalist demon s tra to rs protest outside Downing Street as UK prime mfhtotar Tony Blair met representatives of 
the unionist Orangemen- David Trimbta, Northern Ireland's first minister, worried the eoarch for a solution over 
protestant marches wars “running out of time”. Extra troops were expected In the province yesterday. Page 8 AP 


MOSCOW SEEKS EXTRA FINANCIAL HELP AS MARKETS DETERIORATE 


Russia requests up to 
$20bn in overseas aid 


By John ThofnhBlin Moscow 


Russia Is seeking additional 
international financial support of 
up to $20bn - much more than 
originally sought - because of 
the deterioration in the country's 
financial markets, a senior gov- 
ernment official said yesterday. 

The official was hopeful a deal 
could be announced as early as 
Sunday as long as the details 
could be finalised in talks with 
John Odfing-Smee, chief Russia 
expert of the International Mone- 
tary Fund, who is expected to 
arrive in Moscow today. 

The Russian government was 
seeking SlObn from the IMF and 
.up "to gl£bn front the Japanese 
government, the' official said, ft 
was also aiming to receive addi- 
tional funding from the World 
Bank and commercial lenders. . 

“If all this happens we can be 
close to S 20 bu from all sources of 
financing," he said. 

Anatoly Chubais, Russia's chief 
negotiator, had previously 
suggested the government was 
seeking a $i0bn-515bn financial 
package. 

But the continuing fall in Rus- 
sia's financial markets has 
drained the central bank's 


reserves and increased the threat 
of a rouble devaluation. 

Moody’s, the credit rating 
agency, this week estimated the 
government would need up to 
$20bn to convince the markets it 
had sufficient reserves to ward 
off currency instability. 

The IMF. which has been 
stretched by file turmoil in Asia, 
has said its capacity to lend to 
Russia is limited and could not 
provide (lObn to any one country 
in the current environment. It 
also said the size of its lending is 
determined by the strength of the 
borrower's economic programme. 

Michael Carter, head of the 
World. Bank office in Moscow, 
•said the complex talks between 
the international financial insti- 
tution s and the Russian govern- 
ment were proceeding in a con- 
structive manner “We have 
made good progress but we still 
have some issues to resolve." 

Other participants in the talks 
thought the ttObn target figure 
was optimistic. “The Russians 
understandably want to have as 
big a war-chest as possible to bol- 
ster the central bank's reserves 
and convince investors they will 
never need to use it" one west- 
ern economist said. “But S20bn is 


certainly more than I have been 


“The real issue is not so much 
how much money they get but 
how strong is the government’s 
reform programme going to be. I 
hope that investors will focus 
more on this,” he added. 

Sergei Klriyenko, prime minis- 
ter, will discuss bilateral assis- 
tance from Japan when he visits 
Tokyo this month. But the Rus- 
sian government is hopeful ft 
could receive up to $l-5bn over 
the next two years. Additional 
support could be forthcoming 
from other members of the Group 
of Seven leading industrialised 
countries, anxious to avoid politi- 
cal instability In Russia. 

Hans van den Brook, the Euro- 
pean Union's foreign affairs com- 
missioner, in Moscow yesterday, 
praised Russia's anti-crisis pro- 
gramme and said EU member 
states would help with tax 
administration, public debt man- 
agement, and technical support 

Russian financial markets were 
further unsettled yesterday by 
rumours, later denied, that Presi- 
dent Boris Yeltsin had fallen ill. 


Foreigners wont escape, Page 2 
Eireone, Page 27 
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Paris ends Rwanda genocide inquiry 


By Robert Graham in Paris 

A parliamentary inquiry into 
alleged French links with 
the genocide in Rwanda car- 
ried out by the Hutu regime 
in 1994 concluded its main 
hearings yesterday, after a 
four month investigation. 

The commission's QndLngs 

were not expected to be pub- 
lished until the autumn, and 
further evidence would be 
taken from US and United 
Nations officials in Washing- 
ton and New York later this 


month. It was also possible 
commission members would 
travel to the Great Lakes 
region of Africa to obtain 
more information. 

The commission was set 
up in early March in 
response to press reports 
alleging that successive 
French governments had 
supplied military aid to the 
Hutu regime which contin- 
ued even after the genocide 
against Tutsls began in the 
spring of 19M. 

This is the Gist time the 


National Assembly has 
approved an inquiry of this 
kind. 

Until now. close parlia- 
mentary scrutiny of French 
foreign and military policy 
conducted under the aegis of 
the president of the republic 
has been taboo. As a result, 
the operation of the commis- 
sion and the pending conclu- 
sions have aroused intense 
interest 

The genera] tone of the 
questioning has been polite, 
but an important precedent 


has been established. The 
principle has been accepted 
that former ministers, gov- 
ernment advisers, senior 
civil servants and members 
of the military and the intel- 
ligence service can be called 
to account 

In all, the commission has 
listened to 88 witnesses since 
hearings began on March 3. 
These include 54 members of 
the military and 20 politi- 
cians, as well as academics 
and representatives of non- 
governmental organisations. 


By agreement with the 
government, civil servants 
testified in closed session. 
But former ministers, includ- 
ing ex-prime ministers 
Edouard Balladur and Alain 
Juppe, gave evidence in (men 
hearings, apparently on 
prior undertakings they 
could merely read state- 
ments and not he subjected 
to an inquisition. 

The closest questioning 
was that of Jean-Christopbe 
Mitterrand, son of the late 
president, who had a hand in 


Foreigners warned 
they won’t escape 
Russia’s tax blitz 

Tax inspectors are stepping up efforts to 
raise the number of audits after a shortfall 
in revenues. Astrid Wendlandt reports 


A s he watched his invest- 
ments melt under the 
heat of Russia's Finan- 
cial crisis, one European 
fund manager drew comfort 
from the thought that at 
least nothing worse could 
happen. 

That was before he 
received a surprise visit 
from three tax inspectors, 
who politely announced that 
his fund was due for an 
audit. 

Perhaps pushing his luck, 
be persuaded them to come 
back the next day. arguing 
that his office had a serious 
plumbing problem. Within 
the following three hours, he 
swiftly managed to move oil 
papers and computers to a 
Mend's office. Evidently, be 
did not have a dear con- 
science. 

Boris Fyodorov, head of 
the Federal Tax Service, 
knows about people like 
him. He also Intends to 
squeeze them to help plug 
the holes in the govern- 
ment's budget wiiicb have 
led to Russia's most severe 
financial crisis since Presi- 
dent Boris Yeltsin's re-elec- 
tion in IH96. 

The government's brash 
new tax knight who has 
vowed to wage a merciless 
battle against thnse who 
dodge their taxes says he is 
not picking on foreigners per 
se. On the other hand, he 
has acknowledged that he 
will not spare them. 

Tm interested in foreign- 
ers who are living in Rus- 


sia," Mr Fyodorov, a former 
investment banker, said at a 
Credit Suisse First Boston 
conference two weeks ago. “1 
hope that foreign residents 
are more disciplined than 
the Russians . . . but some- 
one has to show the exam- 
ple." 

Tax officials said they 
have audited twice as many 
foreign companies in the 
past six months as they did 
during the same period last 
year. "We have intensified 
our efforts." said a Moscow 
tax service official. 

Word of the tax officials' 
muscular campaign has 
spread rapidly among the 
estimated 100.000 foreigners 
living in Moscow. Consulting 
firms snid they have recently 
received many calls from 
worried expatriates, hungry 
for advice on how to file 
their tax statements. 

“We have had a lot of pan- 
icked foreigners come to our 
office in the past month." 
said Scott Antel. a tax spe- 
cialist at Arthur Andersen in 
Moscow. However, he 
stressed that the level of 
compliance among foreign- 
ers Is usually very high, par- 
ticularly among those work- 
ing for multinational 
companies. 

Other analysts said such a 
conscientious attitude con- 
trasted sharply with the 
more cavalier approach 
some foreigners had towards 
taxes during the early years 
or Russia's transition. Gfin- 
ter Spiel maim from Ernst & 



the Elysfce’s • behind-the- 
scenes African policy. 

- But even he was largely 
unchallenged, - . and It 
remaine d to be seen whether 
Che commission can paint a 
convincing picture of French 
policy towards Rwanda, 
avoiding suggestions of a 
whitewash. The bulk of the 
evidence in the public 
domain has served to justify 
French support for the Hutu 
regime without compromis- 
ing Paris in the horrors of 
the genodde. 


Gibraltar 
offers 
Spain 
use of 
airport 

By Tom Bums In Madrid 


NEWS DIGEST 


HOLOCAUST VICTIMS 


Rough deal follows hard currency deal: tax poles arrest a group of car dealers in Moscow 


Young in Moscow remem- 
bered foreigners boasting 
about how easy it was to 
squirrel away their reve- 
nues, 

“They [foreigners! would 
describe to you in public the 
way in which they avoided 
taxes," he said. 

Those days are over, and 
the Russian tax web is 
increasingly tightening 
around would-be tax evad- 
ers. Soon, companies may 
Jose one of their most reli- 
able tax dodging channels, 
the Russla-Cyprus double 
taxation treaty. 

E arlier this month, Sergei 
Kiryenko. Russia’s 
prime minister, called 
for “the termination of 
agreements with interna- 
tional off-shore zones", such 
as the one between Russia 
and the Mediterranean 
island. Also, fooling Russian 
tax inspectors is becoming 
increasingly difficult as they 
become more professional 
and sophisticated. 

“They ask very specific 


and sometimes difficult 
questions." said a Moscow- 
based western distributer of 
imported spirits, currently 
being audited by the tax 
inspectorate. According to 
audited companies, tax 
inspectors are polite and 
courteous but do not always 
warn about their visits. 

Yet foreign companies are 
more concerned by the Hi gh 
level of taxes than by the 
timing of audits. Reforms of 
the tax system are currently 
in the works in the Duma 
the lower house of parlia- 
ment, as part of the anti-cri- 
sis package presented last 
week by the government, 
but tax specialists said the 
chances of their prompt and 
full implementation are slim. 

One oft-cited grievance is 
the limited amount of costs 
companies could use to 
reduce their tax base. For 
example, advertising and 
training, usually tax deduct- 
ible items in western coun- 
tries, are not recognised as 
such by Russian law. As a 
result, initially reasonable 


tax rates rapidly sky-rocket 
to unaffordable highs, 
explained Mr Spi el mann. 

Foreign companies suspect 
they are a good source of 
cash for the Russian taxman 
because their accounts are 
clearer and their assets more 
liquid than those of most 
Russian companies. Collect- 
ing taxes from Russia's 
countless companies relying 
on barter is, certainly, a 
more challenging task. 

Tbe current crackdown on 
foreign tax evaders could 
help tax collectors improve 
their aggregate performance, 
albeit marginally. 

In 2997, the government 
collected only 65 per cent of 
planned tax revenues. In 
May, U was 30 per cent less 
than expected, according to 
Russian finance ministry flg- 
ures. Yef*tme bright light in 
that grim picture is that 
even if the IMF does not 
come up with the funds nec- 
essary to fill the holes in the 
Russian budget wealthy for- 
eign companies and individ- 
uals will surely help. 


Rom Telecom 
sale delayed 
until autumn 


By Kerin Done, 

East Eorope Correspondent 

The privatisation ol Kom 
Telecom, the Rumanian 
state-owned telephone opera- 
tor. has been delayed until 
the autumn as a result of the 
political turbulence sur- 
rounding the recent change 
of government 

The sale of n 35 per cent 
stake in the telerorus utility 
is the centrepiece of the 
country's slow-moving priva- 
tisation programme and was 
originally supposed to have 
been completed this month. 

The new’ government 
which took office in April 
under Radu Vasile, prime 
minister, is struggling to 
pul] Romania out of deep 
recession. It has committed 
Itself to accelerating privati- 
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sation and industrial 
restructuring and to attract- 
ing mare foreign direct 
investment. However, the 
landmark privatisation of 
Rom Telecom, the biggest 
sell-off yet attempted by 
Romania, has been held up 
by conflicts within the 
bureaucracy and by the 
transfer or responsibility for 
the deal to the State Owner- 
ship Fund and the privatisa- 
tion ministry’ from the com- 
munications ministry. 

In May the government 
announced that preliminary 
bids had been submitted by 
a consortium comprising 
Telecom Italia and KPN 
Telecom or the Netherlands, 
as well as by OTE. the Greek 
telecoms operator. It said 
that the winner would be 
selected this month after the 
submission of final binding 
offers. 

However, the State Owner- 
ship Fund intervened in the 
final stage of tbe deal this 
week by Issuing a new ten- 
der notice seeking expres- 
sions or interest from other 
potential investors. 

Letters of intent must be 
submitted by next Wednes- 
day, and the agency has set 
a new deadline of September 
30 for final offers. The SOF 
has been widely regarded as 
an obstacle in the privatisa- 
tion process in Romania. 
"They have approached pri- 
vatising Rom Telecom in the 
same way they privatise a 
bakery shop." said a foreign 
hanker to Bucharest. 

The Romanian govern- 
ment has been advised on 
the Rom Telecom privatisa- 
tion by Goldman Sachs, the 
leading US investment bank, 
and it is thought unlikely 
that any new bidders will 
emerge by next week. 

Financial analysts said tbe 
eventual sell-off is expected 
to value Rom Telecom at 
between $3.5bn and $4bn. 


ECB squares up to 
finance ministers 


By Wolfgang Mdnchau 

m Frankfurt 

The European Central Bank, 
barely one month old, is 
already warming up for its 
first public confrontation. 
The new monetary authority 
sent a clear message to 
European governments this 
week that their fiscal poli- 
cies were inappropriate. 

WUn Duisenberg, the ECB 
president, said that govern- 
ments in the euro-zone must 
aim Co run balanced budgets. 
Countries with particularly 
high levels of national debt 
should be running surpluses. 
He said he had shown 
finance ministers the "yel- 
low card" - what soccer ref- 
erees do as a final warning 
before a player is sent off. 

Mr Duisenberg's remarks 
amounted to an unprece- 
dented intervention in a 
domain which national gov- 
ernments have traditionally 
guarded with great Jealousy. 
More Important, they raise 


zone budget deficits wifi 
remain stuck at about 2 per 
cent of gross domestic prod- 
uct for several years. 

The tuning of these warn- 
ings was not coincidental. 
The Dutch and the Germans 
have been drafting national 
budgets this week, and the 
French will follow soon. 

Neither Mr Duisenberg nor 
Mr Tietmeyer pointed a fin- 
ger at specific countries. But 
Mr Tietmeyer acknowledged 
that the problem was more 
urgent for countries with 
high levels of debt - Italy, 
Belgium and Ireland - and 
countries with relatively 
high short term interest 
rates - Italy and Ireland 
again, but also Spain and 


Fiscal profligacy 
will have 

consequences for 


call for a combination of rel- 
atively tight fiscal policies 
and neutral monetary policy, 
as long as there are no infla- 
tionary pressures. But a fis- 
cal policy that was too 
relaxed presented the mone- 
tary authority with a 

diWnma. 

White the logic for tighter 
fiscal policies is compelling, 
there are some uncertain- 
ties. 

A French official criticised 
the Commission's forecasts 
of structural deficits. “They 
just pulled this figure out of 
a hat They could have cho- 
sen any other figure.’' he 
said. 

His criticism may seem 
exaggerated, but it contained 
an element of truth: Euro- 
pean economic and mone- 
tary union is such a pro- 
found change that it may 
render time-honoured eco- 
nomic relationships obsolete. 
The first strange statistical 

i- signals have already sur- 

monetary policy Eaced. The ECB announced 

Re issue of whether a highly this week that Ml, a narrow 

of money, has 

Portugal. 

The dear implication was 
that Italy and Belgium 
should run large surpluses if 
they wanted to stand a 
chance of reducing their 
debt, about 120 per cent of 
tbe size of their economies. 

Senior European officials 
fear that governments may, 
as they did in the late 1960s, 
squander the growth divi- 
dend, instead of devoting the 
extra tax income on struc- 
tural reforms of public 
finances and social security 
systems. 

They look enviously at the 
US. where President BUI 
Clinton's deficit-cutting bud- 
get plan in 1993 laid the 
foundation for a period of 
sustained growth. 

Tbe ECB’s governing 
council tho ught that Europe 
stood at the beginning of a 
strong and broad-baaed eco- 
nomic recovery. Such an eco- 
nomic environment would Editorial comment, Page 13 


centralised monetary policy 
can coexist with decentral- 
ised fiscal policy. 

Mr Duisenberg and his col- 
leagues had no legal mecha- 
nism to enforce change to 
national budgets. But he has 
already warned that fiscal 
, profligacy will have conse- 
quences for monetary policy. 
This meant that the ECB 
could set interest rates at a 
higher level than would oth- 
erwise be necessary. 

Europe's monetary estab- 
lishment has rallied around 
Mr Duisenberg. Yesterday, 
Hans Tietmeyer, president of 
Germany's Bundesbank, said 
the euro-zone could be in 
danger of running an inap- 
propriate fiscal-monetary 
mix if EU countries Called to 
reduce their structural bud- 
get deficits. 

The European Commis- 
sion, the BU's executive, 
gave a similar warning this 
week when it published a 
forecast showing that euro- 


measure 
grown at an annual rate of 
10 per cent in ApriL M3, a 
broader measure, went up by 
6 per cent 

Although M3 remained - 
just - within the target, the 
figures are unusually high 
given the virtual absence of 
Inflationary pressures. The 
ECB already found Itself in 
the situation of having to 
“explain away" the Impor- 
tance of monetary data even 
before it wfll formally adopt 
monetary targeting as its 
main policy tool. 

The ECB has been rela- 
tively lucky so far. economic 
convergence among EU 
countries has proceeded 
well. Inflation is virtually 
absent, economic growth is 
picking up and unemploy- 
ment is at last beginning to 
foil. But hick can event ually 

run out - in central banking 
as in soccer. 


Peter Caruana, Gibraltar’s 
chief minister, has offered 
Spain tbe shared use of the 
British colony’s airport in a 
concession which could ease 
the long-running dispute 
with the Spanish govern- 
ment The offer to the Mad- 
rid government came ahead 
of talks with Abel Matutes. 
Spain's foreign minister. 

During a private visit to 
Madrid, Mr Caruana said be 
was prepared to agree on 
joint management of the air- 
port and also to waive immi- 
gration controls on incoming 
passengers who directly 
enter Spain. T want three 
Iberia [Spanish airline] 
flights a day landing at Gib- 
raltar and I would be 
delighted if there were six,” 
he said. 

In London, a British for- 
eign office spokeswoman 
said the department had not 
been consulted on the pro- 
posal She added: “We can 
accept any arrangements 
regarding the use of the air- 
port that are acceptable to 
both sides." 

Mr Matutes issued an invi- 
tation for bilateral talks in 
Madrid two months ago and 
Gibraltar's leader said he 
was waiting for a date to be 
fixed. The bid for direct dia- 
logue marked a change In 
Spain’s long-standing policy 
of discussing the vexed Gib- 
raltar problem solely with 
the UK and Aft- Caruana said 
he expected the talks to be 
“dvilised. friendly and con- 
structive”. 

Mr Caruana's offer 
suggested that Gibraltar is 
feeling the strain of Isola- 
tion. The colony bandied 
only a limited number of 
flights arriving from the UK, 
and Spain maintained a ban 
on military aircraft using its 
airspace whan flying to and 
from Gibraltar. 

Mr Caruana criticised an 
agreement last week 
between the UK and Spain 
that allowed Gibraltar to be 
used as a communications 
centre during Nato exer- 
cises. The agreement fell far 
short of Initial UK demands 
that Spain lift its restrictions 
in order to obtain a sub-re- 
gional command In the area. 
“We paid a minimum price 
to let Spain into rNato’s] 
command structure.” 

Mr Caruana's airport offer 
appeared to be a reversal of 
previous Gibraltar policy 
over tbe landing strip which 
was built during the second 
world war on a narrow isth- 
mus. linking the Rock to 
Spain, that Madrid regarded 
as neutral territory usurped 
by Britain. 

In 1987 Gibraltar's 15-mem- 
ber legislature blocked a 
deal on the dual use of the 
RAF-run airport that had 
been agreed by London and 
Madrid. However, a senior 
Spanish official said yester- 
day it was not dear whether 
Mr Caruana was proposing 
to lift Gibraltar’s veto or to 
seek a new arrangement. 

“We reached an agreement 
11 years ago and all Gibral- 
tar has to do is to implement 
it” the official said. “There 
is no cause to renegotiate it 
and it would be quite surreal 
to do so.” 

The 2987 deal, which envis- 
aged a Spanish terminal on 
the Spanish side of the fron- 
tier, was unanimously 
rejected by the Rock’s House 
of Assembly because it gave 
Spain a significant foothold 
on the isthmus. Mr Caruana 
stressed he was proposing 
joint use of the airport and 
not shared sovereignty in 
the isthmus area. 

The 1987 agreement fol- 
lowed a Spanish threat to 
block a European Commis- 
sion directive on air trans- 
port deregulation because of 
the dispute over the colony’s 
airport. 


Sweden says it may have 
received Jewish gold 

Sweden afrqftted for the first time yesterday that It had 
acquired gofcl from Nazi Germany which rright have been sto- 
len from Holocaust victims. 

An independent commission, appointed by the government 
to probe wartime dealings wfth Hitter’s Germany, strongly crit- 
icised the Rtabank. the central bank, for accepting gold 
which It knew might contain assets confiscated from Jews. 

Tbe commission said the Rfksbank governor In 1944 had 
knowledge that a shipment of 1J5 tonnes of gold from the 
German Relchsbank could have inducted tooted material, it 
noted that the then government had fuflinaght Into tbe rate- 
bank's dealings. 

“Wfth today’s eyes it can be said that the moral aspects 
ahotJd have been weighed openly, broadly end serious- 
ly.. .Sadly that does not seem to have happened,” said Rolf 
Wirten. the commission's head. Greg Meteor, Stockholm 

BUROPEAI^UNION L AW 

Belgium faces fine over votes 

The Belgian government called an urgent meeting yesterday 
to cfiscusa tts response fo a European Court of Justice rufirig 
that would force it to change Its constitution to allow resi- 
dents from other EU countries to vote in local elections. 

Belgium could face sizeable fines If it does not adopt a 
1994 European Union directive as national law within the next 
few months, ft is the only EU country not to have done so 
before the original January 1996 deadline, and was found 
guilty by the Luxembourg-based court yesterday of “faffing in 
its obligations”. 

Under EU law, it could be fined up to BFr7Bm ($200,000) a 
day after a given deadline. 

The issue was particularly sensitive for multilingual Belgium, 
which had a high proportion of non-Belgian residents l n cer- 
tain areas, particularly in Brussels. Dutch- speaking political 
parties are concerned that, since foreigners were more likely 
to speak French than Dutch, their participation in elections to 
the communes, or local authorities, could distort the results. 
Neil Buckley, Brussels 


POUSffl RESTRUCTURING 

Coal miners threaten strike 

A dozen Fofish coal mining trade unions threatened yesterday 
to strike over the government's programme to overhaul the 
industry, which involved cuts to jobs and production. 

"The unions do not agree with dismissals, freezing wages of 
active miners, lowering production and liquidating mines 
which stiH have resources,* said Jan Kisieltoski. head of the 
Miners' Trade Union in Poland. 

Twelve unions are protesting against the government’s 
scheme, which provided for cutting 105,000 jobs in the sector 
to 138.400 in 2002, while lowering output to 1 12m tonnes a 
year from last year's 137m tonnes. The plan envisaged dos- 
ing about 24 of Poland's more than 50 coal pits. 

“The government approved the restructuring plan without 
proper consultations. We should sit down and discuss 
things ... if not trade unions have a right to protest" Mr Kis- 
tetinskl said. Reuters, Warsaw 


GREECE AND TURKEY 

Internal EU report Irks Athens 

Greece said yesterday it would raise with Jacques Santer, the 
European Commission president, press reports that a senior 
Commission diplomat had accused the Athens government of 
undermining EU relations with Turkey. 

Athens daiEes reported that Michael Lake, who was the 
Com mission's representative In Ankara until February, had 
written a 25-page internal report saying that Turkey was a 
vital European Union partner and that Greece was damaging 
future relations. 

He was also reported to have sad that the EU’a member- 
ship talks with Cyprus were "unacceptable* while the Greek 
Cypriot government was considering the instaflation of Rus- 
sian S-300 anti-aircraft missiles. 

“Are we ready to place foe interests of the Cypriots ahead 
of Turkey'? Which of the two Is more important for our 
tong-term strategy and economic interests?” a Greek transla- 
tion of Mr Lake's report quoted him as saying. 

The Greek government spokesman, Dtmitris Reppas, said 
that if true, Mr Lake’s report promoted the interests of Turkey 
over an EU member and was a disservice to the Union. 
Reuters, Athens 


E U UNE MPLOYMENT 

Rate steady at 10.2% 

Unemployment in the European Union held steady at 10.2 per 
oent in May, unchanged from the previous two months, 
according to figures released yesterday by the EU’s statistics 
office. 

The EU rate compared with 4.4 per cent in the US and 4.1 
per cent in Japan. Eurostat's data showed 17.1m citizens 
were out of work across the 15-nation group. Year-on-year 
figures showed a slight decline in the unemployment level 
from 10.7 per cent in May 1997 and 10.9 per oent In May 
1996. 

The jobless rate In the 11 countries adopting the euro as 
their common currency on January 1 was down to 11.2 per 
cent from 11.3 per cant in ApriL Luxembourg had the lowest 
rate at 2J2 per cent, Spain the highest with 18.8 per cent. 

Eurostat gave the following seasonally adjusted jobless 
rates for May 1998 with May 1997 rates In brackets: Luxem- 
bourg. 22 per cent (2.6); Austria 4.5 (4.3); Portugal, 6.4 (6.6); 
Sweden. 8.9 (TO-3): Belgium, 8-9 (9.3); Ireland. 9 2 (10.2); Ger- 
many, 9.8 (9.9); France. 11.9 (12.4); Finland, 12.7 (13.8); 

Spain, 18.8 (21). 

May 1998 figures were unavailable tar Greece, Italy and the 
Netherlands, Denmark and Britain. AP, Brussels 


RUSSIAN STOCK MARKET 


“Hartal Comment, Page 13 


Worries over Yukos loan 

Russia’s Federal Securities Commission, the stock market 
regulator, is understood to have launched an investigation Into 
a controversial $800m loan taken out by the Yukos ofl com- 
pany and seared on the assets of its partly owned daughter 
company. S amar aneltegaz. 

Minority Investors in Samaraneftegaz have complained that 
Yid«w did not have the right to coftatsraftse its loan on the 
daughter company's assets because it dd not own them out- 
right They feared that if Yukos were to default on the loan, 
foe lenders, which indude Goldman Sachs, Merrill Lynch and 
Crtcfit Lyonnais, would have prior claim on Samaraneftegaz's 
assets. Yukos could not be reached far comment last night 

The securities commission had been fighting to entrench 
me concept of good corporate g o v ern a nce in Russia's wfld 
rearkete. The issue had been brought to the fore after a series 
of recent corporate scandals, which haw tarnished the image 
of Russia's Infant capital markets and contributed to shop 
falls in equity prices this year. John Thornhill, Moscow 


1 


t 


1 



JXL. 


FINANCIAL TTMES FRIDAYJULYI0I99S 


1 


£ ^ 


* V 


FI 




Casualties mount 
as Kosovo conflict 
starts to spread 


EUROPE 


By Say Dfnracre fa .Belgrade 

Hravy fitting was reported 
yesterday in Serbia’s 
southern province of Kosovo 
after the latest failure by 
international envoys to 
arraa €® a ceasefire between 
government forces and eth- 
nic Albanian separatists. 

Kosovo Albanian officials 
said the Yugoslav army and 
rebels of the Kosovo Libera- 
tion Army (KLA) had suf- 
fered serious casualties in 
several days of clash ps near 
Marina, a mountain village 
close to the border with 
Albania. An army spokes- 
man refused to give details, 
saying relatives of the dead 
would be informed first. 
Much of the army is made 
up of young conscripts with 
little training. Their involve- 
ment in the spreading con- 
flict has drawn protests by 
angry parents in cities 
across the two Yugoslav 
republics of Serbia and Mon- 
tenegro. 

Local Journalists said that 
for the first time the Yugo- 
slav army and KLA rebels in 
trenches and bunkers were 
battling it out (Tom fixed 
front-line positions. Albania 
Is the main source for the 
KLA of weapons and new 
recruits drawn from the 
large Albanian diaspora in 
Europe. Fighting also 
erupted this week 4km from 
the western town of Pec 
where ethnic Al h.mi.-m mili- 
tants, armed with heavy 
machine guns, have killed at 
least three Serbian police- 
men. 



Ho&rooke: No headway 

The interior ministry said 
31 policemen had been con- 
firmed killed since violence 
flared early this year. Some 
300 ethnic Albanians have 
also died in the conflict and 
more than 70,000 made 
homeless. 

Richard Holbrooke, the US 
envoy, said at the end of his 
latest shuttle mission last 
Sunday that he had made no 
significant headway in bis 
efforts to arrange a ceasefire. 

Foreign ministry officials 
of the six nation Contact 
Group meeting in Bonn on 
Wednesday called on both 
sides to stop fighting, but to 
no avail. 

The Contact Group - the 
US. four European allies and 
Russia - reiterated its rejec- 
tion of demands by the eth- 
nic Albanian majority for 
independence but pressed 
Belgrade to give Kosovo 
enhanced autonomy within 
the Yugoslav federation. 


With the approval of Slobo- 
dan Milosevic, the Yugoslav 
president. IIS. European and 
Russian diplomats have 
started setting up a mission 
in Kosovo that is to number 
about 100 observers. 

However. Mr Milosevic 
refused to allow the Organi- 
sation for Security and 
Co-operation in Europe to 
operate tn Kosovo until it 
lifted its suspension of Yugo- 
slavia’s membership. 

The KLA, a loose-knit 
group of guerrillas and vil- 
lage militia bankrolled by 
Albanian nationalists in 
Europe, rejects a ceasefire 
until all government forces 
are withdrawn from Kosovo. 

The Albania n-language 
newspaper Koha Dttore yes- 
terday quoted Naim Maloku. 
a local KLA commander, as 
saying the rebel group would 
not accept Ibrahim Rugova 
as its political leader. Mr 
Rugova. the west’s principal 
negotiating partner in Kos- 
ovo, heads the main ethnic 
Albanian party in the prov- 
ince and is regarded as a 
moderate because of his 
rejection of violence. 

The International Commit- 
tee of the Red Cross flCRC) 
said yesterday it had secured 
the first release of civilians 
abducted in Kosovo - two 
Serb men who bad been 
seized while taking a bus to 
the provincial capital Pris- 
tina. The Geneva-based 
organisation did not identify 
who had taken them. It said 
dozens of families were still 
without news of abducted 
relatives. 


YEAR 2000 PROBLEMS FOR SMALLER BUSINESSES 

Millennium bugs the 
Mittelstand companies 


By Tobias Buck tn Bom 

Germany’s Mittelstand 
companies, small and medi- 
um-sized businesses mainly 
controlled by families, are 
not doing enough to avert 
possible damage caused by 
the year 2000 problem, the 
chambers Df industry and 
commerce (D1HTJ warned 
yesterday. 

Such businesses are partic- 
ularly prone to the millen- 
nium bug because or their 
comparatively old informa- 
tion technology, and their 
computer departments often 
lack the manpower and 
experience to find an 
in-house solution for the 
problem. Franz Schoser, the 
DIHTs president, said. 

So Ear, the companies have 
been reluctant to invest in 
an overhaul of their IT 
equipment by outside 
experts. However, the DWT 
warned, they will face diffi- 
culties in finding consulting 
and service assistance as the 
millennium draws nearer. 

There may be a marked 
shortage of the sort of exper- 
tise required to make a com- 
pany’s IT resistant to the 


mill ennium bug if managers 
do not act as soon as possi- 
ble, Mr Schoser said. 

Mittelstand companies 
have been concentrating 
their efforts on making their 
computers and software 
compatible with the euro. 
Europe's new single cur- 
rency. This bad overshad- 
owed the year 2000 problem. 


The companies 
often lack the 
manpower and 
experience 


he said. 

Germany's big companies, 
by contrast, were well on 
track to ensure a smooth 
transition of their IT into the 
next millennium. Mr Schoser 
added. 

The root of the year 3M0 
problem lies in 1970s and 
19S0s computer-programs 
which record years as two 
digit-numbers. If left 
unchanged, many computers 
will be unable to distinguish 


between 2000 and 1900, 
threatening malfunctions 
and crashes on January 1 
2000. 

While the problem has 
been a high-profile issue in 
the US and Britain, experts 
have accused Germany of 
having woken up too late to 
the dangers. 

The government is now 
stepping up its efforts to 
publicise the year 2000 prob- 
lem. A report published this 
week by the economics min- 
istry and the ministry for 
education and science urged 
all suppliers and users of IT 
to show more initiative in 
tackling the problem. 

According to figures in the 
report, 55 per cent of Ger- 
man businesses have so far 
checked their IT systems 
and machinery for millen- 
nium bug vulnerability, 
while 20 per cent have suc- 
cessfully tested their 
updated software. 

Gttntber Rexrodt, the eco- 
nomics minister, acknowl- 
edged that Mittelstand com- 
panies were the Achilles' 
heel in Germany's eflbrt to 
prevent damage from the 
millennium bug. 


CZECH GOVERNMENT SMALL PARTIES COMPLAIN OF ’CARVE-UP 1 

Havel accepts party 
deal despite protests 


By Robert Anderson 
in Prague 

President Vaclav Havel 
yesterday reluctantly 
accepted that he would prob- 
ably have to appoint Milos 
Zeman, the leader of the 
Czech Social Democrats, as 
prime minister despite 
appeals from two small par- 
ties that have been excluded 
from power. 

Mr Zeman stoned an agree- 
ment with the Civic Demo- 
cratic party (ODSi. which 
came second in last month's 
election, that should allow 
him to form a minority sin- 
gle-party government. It 
would be the first taste of 
power for the Social Demo- 
crats since the fall of com- 
munism in 1989. 

In return, the ODS will be 
given the posts of speaker of 
both houses of parliament 
and the chairmanship of the 
committees overseeing the 
budget and the secret ser- 
vices. It will also nominate 
the head of the Supreme 
Audit Office. 

The Christian Democrats 
and the Freedom Union, two 
small parties which bad 
been courted by their bigger 
rivals, threatened to take the 
agreement to the Constitu- 
tional CoUTL 


Josef Lux. leader of the 
Christian Democrats, said it 
was “an attempt to replace 
the old article about tbe 
leading role of the Commu- 
nist party with a similar role 
for two political sides". 

However. Mr Havel, who 
shares their unease about 
the way the two big parties 
plan to carv e up power and 
change the constitution, said 
he would probably appoint 
Mr Zeman at the end of next 
week alter consulting with 
legal experts and discussing 
ministerial appointments 
with the Social Democrat 
leader. 

Vaclav KJaus. the ODS 
leader, defended the agree- 
ment as the product of the 
"crisis of the coalition gov- 
ernment model”, shown by 
the failure of cither party to 
agree terms on forming a 
government with the two 
small centre-right parties. 

The ODS. which won a 
higher than expected 63 
seats by warning against a 
return to socialism, has 
pledged to be absent from 
parliament when the new 
government's vote or confi- 
dence is held. 

This would allow the 74 
Social Democrat deputies to 
win a majority of the 137 
remaining votes. The ODS 


also promised not to support 
a vote of no-confidence in 
the government during its 
four-year term. 

The swift agreement on 
the new government repays 
the debt Incurred when, 
after long negotiations, the 
Social Democrats allowed Mr 
Klaus to form a rolnority 
three-party government after 
inconclusive elections in 
1996. 

To avoid a similar situa- 
tion. the new government 
will prepare proposals 
within 12 months to change 
the constitution. These are 
likely to involve Introducing 
a different electoral system 

which will allow the ODS 
and the Social Democrats to 
win more seats at the 
expense of the smaller par- 
ties. 

The proposals will also 
clarify the role of the presi- 
dent in the process of form- 
ing a government 

Both Mr Zeman and Mr 
Klaus believe Mr Havel has 
too much leeway and tbat he 
used this to install Josef 
Tosovsky. the former gover- 
nor of the central bank, 
against their wishes at the 
end of last year, when Mr 
Klaus's government fell over 
a political donations scandal. 



‘Civic Hungary’ crusade has to make a slow start 


Political realities are already modifying 
Viktor Organ's idealistic campaign 
promises, writes Kester Eddy 


V iktor Orban. Hungary’s 
youthful new prime 
minister, took tbe reins 
of a three-party coalition 
government this week pledg- 
ing a very different type of 
administration from those 
preceding it. 

Mr Orban. at 35 the second 
youngest prime minister in 
Hungary's history, led his 
centre-right Fidesz- Hangar- 

ian Civic party to victory In 
May's elections with 
repeated promises of a 
“civic" Hungary. 

Roughly speaking, this 
means a fair chance for all 
right-minded citizens in a 
country governed by the rule 
of law rather than - as some 
Fidesz leaders would claim - 
a land run by grasping 
socialists who promoted 
their cronies, and by liberal 
Budapest intellectuals with 
no feeling for the Magyar 
soul 

Mr Orban won the election 
with promises of rapid eco- 
nomic growth, promoting 
family values and Hungarian 
culture, supporting ethnic 
Magyars In neighbouring 
countries and helping small 
businesses from Budapest to 
the humblest village on the 
Puszta. 

He pledged to attack cor- 
ruption. tax evasion, and - 
especially relevant now after 
a bomb attack in central 
Budapest killed four people 
last week - organised crime. 

Mr Orban expounds these 
themes with crusader-like 
passion but he is already 
finding the political and 
financial constraints of gov- 
ernment are watering down 
his campaign promises. 
Zsigmond Jarai and Attila 


Chikan. respectively the 
Incoming ministers of 
finance and economic 
affairs, are widely expected 
to keep a prudent hand on 
the economic tiller. 

“You don’t see 7 per. cent 
or any figure for economic 
growth in the government 
programme.” said Tamas 
Szalai, an analyst with. Con- 
corde Securities in Budapest. 
“Instead, it's single-digit 
inflation by 2000. winning 
the election is different from 
governing tbe country.” 

Fidesz promises a foreign 
policy s imilar to the previ- 
ous government, pushing 
Nato and EU membership, 
although Mr Orban promises 
to uphold Hungarian inter- 
ests, particularly in agricul- 
ture. more vigorously than 
the Socialists. 

Since May, Mr Orban has 
worked tirelessly to reach a 
coalition agreement with the 
Democratic Forum, the once- 
mighty anti -communist 
grouping, and more problem- 
atically, with the ri g h twing 
Smallholders party, led by 
Jozsef Torgyan, a lawyer. 

The Smallholders prom- 
ised their voters big rural 
infrastructure development 
and even more vocal support 
than Fidesz for Hungarian 
minorities abroad. 

Mr Orban seems to have 
quickly built a genuine rap- 
port with Mr Torgyan. “It’s 
not the written agreement, 
but bis word and hand- 
shake." was the gist of how 
Mr Torgyan described the 
basis for the alliance. 

The coalition, which has 
55 per cent of parliament’s 
seats. Includes four Small-, 
holders in the government 



ftwtident Aipad Goncz (right? is embraced by Prime Minister tractor 
Orban, whose new gove rnment was sworn In this weak Reuters 


and one minist-m- from the 
Forum. 

As one western diplomat 
pat ft, Mr Orban and his 
closest circle, mostly ex-law 
students below 40, have been 
on a “very steep learning 
carve" in the past few weeks 
nnri have adjusted their pop- 
ulist rhetoric. “It didn’t mat- 
ter much what the party 
apparatus said before. Now 
they realise it quickly has 
repercussions,” he said. 

Tbe sight of the Budapest 
stock market tumbling dur- 
ing and after the election, 
combined with warnings 
from the business commu- 
nity about the risk of over 
expansion, has persuaded Mr 
Orban to stop talking of eco- 


nomic policies based on 7 
per cent GDP growth. 

He has also opted for 
people trusted by tbe finance 
and business world to head 
the finance and economic 
ministries. There is no room 
for Gyorgy Matolcsi. the eco- 
nomic adviser who promoted 
the 7 per cent target and was 
widely touted for the eco- 
nomics ministry before the 
polls. 

Gone, too. are threats to 
revise the terms on which 
stakes ip the gas and elec- 
tricity industries were sold 
to foreign investors. 

Instead, Mr Orban is rap- 
idly becoming as keen as his 
Socialist predecessors on 
maintaining if not increas- 


ing. Hungary s *Zb" 

' foreign direct investment 
inflow. Meanwhile, the rein- 
statement of tbe death pen* 
alty for murder, a Sroaii- 
holder manifesto Item, ^ 
absent from the government 
programme- 

Nonetheless, the govern- 
ment' has retained a bagful 
of. populist measures. It has 
reintroduced family allow- 
ance regardless of Income 
and scrapped tuition fees foj" 
university students, which 
at $10 per month were 
hardly excessive even in 
Hungary’s low- wage econ- 
omy. . 

More ambitious proposals 
to redace personal income 
tax rates and cut by nearly 
half social security pay- 
, meats to 25 per cent erf sala- 
ries by 200S have yet to be 
tested. 

Other measures, such as 
one to replace the elected 
boards which govern the 
social security funds with a 
direct government commis- 
sion, are seen by many as a 
positive step. Although the 
idea is condemned by the 
Socialists as anti-democratic, 
the lands are notorious fin- 
leaking money. 

Solving a long-running 
row with Slovakia over a big 
Danube hydropower scheme ■ 
may be -more of a problem. 
Hun g ary unilaterall y pulled 
out of the project in 1992, 
and the resulting dispute 
was taken to the Interna- 
tional Court in the Hague. 

Slovakia argues that the 
court's complicated verdict 
obliges Hungary to build the 
dam after alL But Fidesz 
thinks differently. A western 
diplomat predicts: “This will 
• go back to The Hague and 
end up with Hungary paying 
a lot hr compensation to Slo- 
vakia. 1 see no other solu- 
tion-" 



The first two modules of the International .Space Station are now complete. They will soar into, 
orbit later this year. Sixteen nations are building the International Space.Stauon. Never .before 
have so many countries worked together in a time of peace. Boeing is proud to be a part of this 
unprecedented global cooperation and to be a leader m manldnd’s'neJct great adventure hi spiced 
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HANISH ISLANDS LONDON HEARING TO DETERMINE OWNERSHIP 
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By Robert Corzine 

An arbitration tribunal in 
London has begun hearing 
arguments in the dispute 
between Eritrea and Yemen 
over ownership of the Han- 
ish islands, a potentially oil- 
rich area in the Red Sea. 

The hearing into the mari- 
time boundary between the 
two countries opened this 
week amid continuing uncer- 
tainty about the eventual 
outcome of Eritrea’s dispute 
with Ethiopia over land bor- 
ders. 

Hundreds were killed in 
bombing raids and clashes 
between ground forces in 
late May and early June. An 


unofficial ceasefire has been 
in place in recent weeks as 
diplomats try to find a last- 
ing solution. 

Eritrea’s dispute with 
Yemen over the Hanish 
islands flared In December 
1995 when military forces 
from the two countries 
clashed. Boutros Boutros 
Gbali, the then United 
Nations secretary-general, 
stepped in to negotiate a 
ceasefire. Eritrea and Yemen 
later agreed to binding arbi- 
tration, which is expected to 
take about a year. 

The tribunal has been 
asked to address two main 
issues, according to Rodman 
Bundy, a specialist in inter- 


national boundary disputes 
with law firm Frete Cholms- 
ley in Paris. 

The first is to determine 
ownership of the islands. 
Written evidence has 
already been provided by 
both sides, and oral argu- 
ments will be beard in com- 
ing weeks. The nature of the 
“transient” populations that 
occasionally occupy the 
islands is expected to be a 
thorny Issue during the 
deliberations. 

Mr Bundy said arguments 
on the sovereignty issue are 
expected to be completed 
within six weeks or so. But a 
full decision, including draw- 
ing up new demarcation 


fines, could take a year or 
so. 

The two boundary dis- 
putes involving Eritrea have 
held up oil exploration In the 
region. No wells have been 
drilled around the Islands, 
although foreign oD compa- 
nies have shown Interest in 
the area. IPC and Amoco 
held an exploration licence 
until the early 1990s, but 
never went so far as to drill 
a well. 

There has been a recent 
flurry of interest in the 
uncontested area north of 
the islands, however. Ana- 
darko, a leading US indepen- 
dent on company, and Aglp 
of Italy had planned to begin 


drilling this summer in Erl* 
trean waters. The onset of 
the conflict between Eritrea 
and -Ethiopia caused ‘Ana- 
darfco to evacuate personnel 
but the company says it still 
intends to drill three explo- 
ration wells' this year if the 

political situation permits. 
; Anadarko believes the undis- 
’ covered reserve potential for 
its Zula and Edd exploration 
.blocks to be between 300m 
and lbn barrels. 

petroconsultants, a Gene- 
va-based group that moni- 
tors exploration and. licen- 
sing activity around the 
world, says that a number of 
other international oil com- 
panies have also expressed 
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interest in the Red Sea 
basin. 


Language law 
dispute adds to 
Algerian woes 


By Route Khalaf in London 

Thousands of demonstrators 
marched through Algiers 
yesterday in protest at legis- 
lation that has imposed Ara- 
bic as Algeria's sole official 
language and denouncing 
the recent killing of a popu- 
lar Berber singer. 

Berbers, who make up 30 
per cent of Algeria's popula- 
tion. want official status for 
their Tamazight tongue. 

The protesters, also 
marching in support of 
peace in Algeria, were 
responding to the call by the 
Socialist Forces Front (FFS), 
a leading secular opposition 
party. The march followed 
riots and demonstrations in 
the Berber region of Kabylia 
after the death of leading 
Berber figure and singer 
Lo unes Maatoub nearly two 
weeks ago. 

The turmoil gave rise to 


the Armed Berber Move- 
ment, an organisation pledg- 
ing to avenge the death of 
the singer and kill those who 
apply the Arabisation law. 
The threats raise fears of a 
further exacerbation of vio- 
lence which has has claimed 
more than 65.000 lives in the 
past six years. 

Hodne Ait Ahmed, head of 
the FFS, yesterday accused 
the Algerian regime of using 
the language issue to radi- 
calise public opinion and 
provoke rifts between Arabs 
and Berbers. 

"Linguistic pluralism is an 
asset, not a handicap," he 
said. "We are not being 
antagonistic against the Ara- 
bic language but for us the 
law is a political manoeuvre 
to divert attention from the 
present aids and gain time. 
Mr Ait Ahmed said the insis- 
tence on bringing the law 
into effect was an attempt to 




Demonstrators in Algiers yesterday. A tow making Arabic the only official language has angered Berbers 


isolate and break his party, 
the only significant party 
calling for western pressure 
on the government, indepen- 
dent inquiries into the vio- 
lence and a dialogue that 
would include the banned 
Islamic Salvation Front This 
is denied by the government 


The language issue has 
put the FFS in a delicate 
position and in search of the 
middle ground between the 
need to cater to its mostly 
Kabyle constituency and the 
effort to turn itself into a 
national party. . 

In an attempt to reduce 


tensions, the FFS this week 
met t . lamin a Zeroual. the 
Algerian president In a rare 
and unexpected move. 
According to the FFS the 
president rejected demands 
to freeze the law but said 
implementation would be 
gradual. 


• A bomb exploded yester- 
day in a market in an 
Algiers suburb, killing 10 
and injuring 2L Meanwhile, 
Algerian security forces said 
Rhalifi Athmane, head of the 
armed Islamic groups (GIA) 
in the capital, was shot dead 
yesterday near Algiers. 


Death toll put at 45 as more Lagos riots erupt 


By Marie Suzman In Washington 

Robert Rubin. OS Tmattox?* 
secretary, leaves lids week- 
end for a nine-day trip, to : 
Africa that will focus _ on 
building’ more efficient 
financial markets to help' 
nurture the continent's frag- 
ile economic recovery.- 
Mr Rubin will visit Ivory 
Coast South Africa. Mozam- 
bique and Kenya to, discuss 
US technical assistance in 
efforts to improve general 
economic governance, ‘the 
management of the financial 
sector, and expanding credit 
to small businesses and 
micro-enterprises. 

The trip, which was 
announced last month, has 
taken on added urgency fin 
light of the collapse of the . 
South African rand over the 
past two weeks. 

South Africa- is also the 
biggest trading partner of 
the US in Africa, receiving 
nearly half of all US exports 
to the continent • 

The currency’s fell Was 
Initially triggered by conse- 
quences of tbe'Asias eco- 
nomic crisis. However, it 
quickly deepened following - 
the announcement that Tito 
MbowenL the controversial 
labour minister, would 
replace Chris Stals, the 
respected South African 
Reserve Rank governor, at 
the end of his term next 
year. 

Although the situation has 
stabilised in recent days, Mr 
Rubin is expected meet a 
wide range of public and pri- 
vate sector officials In South 
Africa to discuss the rand’s 
collapse and other economic 
issues. 

President Nelson Mandela 
will be hoping for a strong 
statement of support from 
Mr Rubin for his govern- 
ment’s conservative eco- 


afcm erf the trip is to 

advanced the .iafftatfres put 
r^fewautk by the pwsideat, 
especiafiy in the financial 
sector, and to carver Amier- 
. ‘ icals wiTHpgnesB to do .what 
we cad to help integra te 
African) reformers into the 
global economy,*’ Mr Sum- 
mers said. 

The inclusion of Kenya is 
particularly notable, as the 
-country, once seen as the 
model 'economy -in Africa, 
was pointedly left off Mr 
Clinton’s itinerary because 
. of its ongoing political prob- 


Fresh violence erupted 
yesterday In Lagos, Nigeria’s 
largest city, over the death 
in detention of opposition 
leader Moshoad AbiaZa, Reu- 
ters reports from Lagos. 

Local newspapers put the 
death toll in earlier rioting 
over Chier Abiola’s death in 
the city of an at up to 45 
people. 

Witnesses said police fired 
teargas to disperse mobs In 


Lagos as unemployed youth 
clashed with petty traders 
from the north, the home 
region of most present and 
past Nigerian rulers. 

In the capital Abnja, 
Nigeria’s military rulers met 
for a second day running to 
discuss restoring civilian 
rule and freeing political 
prisoners. 

Officials at the presiden- 
tial villa said the Provisional 


Ruling Council had resumed 
talks which began on 
Wednesday under military 
ruler General Abdulsalam 
Abubakar and a statement 

WOUld fbllpW. . y 

“What happens to tbe 
remaining political detainees 
and the yet-to-be-announced 
transition programme were 
discussed." said the state- 
run radio. 

“The fete of coup plotters 


will also be determined." 
said one official, referring to 
former Nigerian number two 
Lieutenant-General Oladipo 
Diya and several others, all 
from the south-west 

The men were found guilty 
of plotting to topple Gen 
Sani Abacha, Gen Abuhak- 
ar*s predecessor. 

Chief Abiola had been 
detained since 1994 when he 
declared himself president 


after winning tin election 
annulled by the military. 

He died of an. apparent 
heart attack while meeting a 
US team to discuss the mili- 
tary government’s terms for 
his release: 1 ' 

Nigeria is anxiously await- 
ing the results of a post mor- 
tem on Chief Abiola by for- 
eign pathologists due in the 
country last night 

Chief Abiola was held 


under GenAbacba, who him- 
self died of a heart attack a 
month ago. 

Gen Abubakar on Wednes- 
day appealed for calm fol- 
lowing riots that have killed 
at least a score in Chief AEJ- 
ola's south-western home 
region. 

However, his speech gave 
no hint of how the army 
plans to restore civilian rule 
to the nation of 104m. 


nomic policies. . 

The US delegation will 
include executives from pri- 
vate US financial institu- 
tions who will hold separate 
discussions with African 
government and private sec- 
tor officials. 

In a recent congressional 
hearing. Lawrence Sum- 
mers. deputy treasury secre- 
tary. ' said Mr Rubin's trip . 
Was Intended as a follow-up 
to President Bill Clinton’s 
historic visit to Africa ear- 
lier this year. This reflects a 
renewed focus on the conti- 
nent in US policy-making 
circles. 


h The US administration has 
already approved two hew 
i” , Africafftmds by its Overseas 
. -Private Investment Corpora- 
tion to 'help finance new 
i . infrastructure projects. 

- Hcnfever. an Africa trade 
bill that is the ce n trepiece of 
' tbe new-htitiative has. been 
stalled in the Senate after 
being approved by the House 
of Representatives. - 

The- -bill: would expand 
access to the' U S market for 
a range of African countries, 
proved they could demon- 
strate a solid track record in 
• adopting sound economic 
policies. 

V It would also create a 
bilateral US/Africa economic 
foruai-and initiate, plans for 
the long-term .creation of 
free bade zones. 

Senate leaders hope the 
bill will be approved later 
this month in conjunction 
with a separate initiative for 
the Caribbean.” 

The legislation has run 
into opposition from US 
unions which , fear that it 
could cost domestic jobs, 
while some, legislators are 
reluctant to approv e it until 
Congress grants Mr Qizxton 
East-track authority to nego- 
tiate new i nte rna ti onal trade 
agreements. ■ 

Nevertheless, analysts say 
that even if the trade bill 
fells to pass. Mr Rubin's trip 
Is sending a powerful mes- 
sage to AMrain pwa iimwih 
that the US is determined to 
stay involved in the conti- 
nent’s future. . - 

"It shows that Clinton’s 
trip was not a one-shot 
deal" said Constance free- 
man. director of African 
Studies at the Centre for 
Strategic and international 
Studies, an independent 
think-tank. 

“Washington has realised 
that Africa can’t be 
ignored." 



#»•?/ 


WORLD TRADE 


Turkmenistan 
to sign biggest 
oil contract 


j INDIAN SOFTWARE FOREIGN CLIENT S SERVED BY HIGH SPEED DATA LIN KS 

Exports grow strongly - by phone 


By Hobart Corzine 

Turkmenistan’s biggest oil 
development deal is due to 
be signed today in Ashgabad 
with Mobil of the US and 
Monument Oil of the UK. 

The deal, which also 
includes Turkmaneft, the 
state oil group, will cover 
the exploration and develop- 
ment of a vast onshore area 
of western Turkmenistan 
along the Caspian Sea coast. 

Signing tbe Garashsyzlyk 
agreement will help Turk- 
menistan catch up with 
other Caspian countries in 
the competition to attract 
foreign capital to develop oil 
and gas reserves. “The Turk- 
mens are feeling tbe (finan- 
cial) pressure to move on 
and get things done and 
deals signed.” said one west- 
ern oilman in Ashgabad. 

Mobil and Monument are 
expected to spend about 
$100m over the next three 
years, although investments 
could run much higher if 
seismic survey's and drilling 
activity confirm their more 
optimistic assessments. 

The two companies now 
produce about 14,000 barrels 
a day from their Burun field, 
with output expected to rise 
to 26.000 b/d by the end of 
the year. The expansion of 
that field plus the develop- 
ment of the Garashsyzlyk 
area could result in oil pro- 
duction in western Turk- 
menistan of up to 500,000 b/d 
by 2006-2007. 

The Asian crisis and the 
diminishing likelihood of 
early investment from that 
region is said to have helped 
galvanise the Turkmen gov- 
ernment into finalising the 
Garashsyzlyk agreement. 
Other oil companies consid- 
ering investing in the coun- 
try will probably take heart 


at the signing of a final 
agreement after 18 months 
or negotiations. 

One of the stumbling 
blocks is thought to have 
been Mobil’s concern about 
potential liability for exist- 
ing fields, many of which are 
dilapidated and require 
extensive refurbishment 
The Garashsyzlyk agree- 
ment covers tbe exploration, 
development and production 
of oil and gas over 4,500 sq 
km of western Turkmen- 
istan. A strategic alliance 
between Turkmaneft, Mobil 
and Monument includes two 
separate PSAs. 

The first only involves 
Turkmaneft, and covers the 
existing mature oil fields in 
tbe area. The second, which 
Mobil will operate, covers 
undeveloped reservoirs dis- 
covered underneath the , 
Kotor Tepe and Baraa 
Gelmes fields, wbicb have 
been extensively developed. 
It also covers exploration 
and appraisal of prospects 
outside of existing fields. 

Tbe agreement is a depar- 
ture from the usual produc- 
tion sharing arrangements 
in the Caspian. Generally 
countries license much 
smaller areas, and usually 
split development projects 
from exploration acreage. 

The two western compa- 
nies persuaded the govern- 
ment of President Sapannu- 
rat Nlyazov that licensing a 
single large area would be a 
more efficient Way of kick- 
starting the country’s ailing 
oil industry. 

Mobil has asked the US 
government to allow it to 
swap oil from its Turkmen 
operations for Iranian crude 
on the Gulf. Its British part- 
ner, Monument, expects to 
conclude its first swap deal 
with Iran at the end of July. 


By Mark Mcbotsm In New Della 

India’s software exports last 
year rose by more than 50 
per cent for a seventh suc- 
cessive year. An Increasing 
share of exports - worth 
$1.75bn - came from compa- 
nies in India serving clients 
abroad over high speed data 
links, said a study by the 
National Association of Soft- 
ware and Service Companies 
(Nasscom). 

Software exports contin- 
ued to outstrip growth in tbe 
domestic market, where an 
economic slowdown held 
sales to $B50m. a rise of 45 


per cent on last year, said 
Nasscom. Exports rose 52 
per cent from Jl.lSbn a year 
earlier despite the rupee’s 
depredation against the dol- 
lar over the year. Some 59 
per cent of sales were to the 
US, 22 per cent to Europe 
and 9 per cent to Japan and 
south-east Asia. 

Nasscom said it expected 
software exports to reach 
$2.7bn this year. The boom 
in software exports, a rare 
bright spot in India's other- 
wise declining export perfor- 
mance, meant software ser- 
vice and product sales now 
accounted for more than 5 


per cent of India’s export 
earnings. "We believe in the 
next five years we will 
account for 26 per cent of 
total earnings." said Dewang 
Mehta, Nasscom’s executive 
director. 

The study reported that 73 
Indian companies last year 
reported exports worth more 
than RslOOm f$2.35m), 
against just eight five years 
ago Tata Consultancy Ser- 
vices, the software arm of 
the diversified Tata group, 
headed the list of export 
earners, reporting overseas 
sales worth Rs9.55bn. 

The Nasscom study high- 


lighted a continuing trend 
away from “on site” soft- 
ware services, where engi- 
neers physically visited over- 
seas clients, towards telecom 
linked "offshore” services, 
which accounted for 41 per 
cent of exports last year 
against 5 per cent in 1990. 
The study said the industry 
now operated almost 600 
high speed leased lines 
against 10 In 1992. Mr Mehta 
said he expected export 
growth to continue at rates 
above 50 per cent. 

A government appointed 
task force this week pres- 
ented a series of recommen- 


dations on promoting tbe 
software and information 
technology industries. These 
included moves to accelerate 
import duty cuts on com- 
puter equipment, currently 
30-40 per cent, to zero by 
2002 - sooner than required 
by the World Trade Organi- 
sation - along with moves to 
set up venture capital funds. 

In its proposals this week, 
the task force suggested 
India could raise software 
exports to $50bn within a 
decade, creating perhaps lm 
new jobs in the sector - 
already India’s fastest grow- 
ing industry. 


Caribbean community grapples with 
challeng e of cre ating a single market 


By Camta James fn Kingston 

Leaders of the 15 countries 

In the Caribbean trade bloc 
Caricom have resolved to 
lead their nations quickly 
into economic onion. 

At their recent annual 
summit, leaders of the com- 
munity decided they must 
have the main elements or a 
single market in place by tbe 
end of 1999. This would be 
necessary for Caricom to 
take part in the Free Trade 
Area of the Americas, pro- 
posed for 2005. and to handle 
changes expected in trade 
relations with the European 
Union and members of the 
North American Free Trade 
Agreement 

“We are off to a late start, 
but the community has been 
discussing the single market 
and economy for the past 
seven years,” said a senior 
official of the Caricom secre- 
tariat. “Any further delays 
In dealing with this will 
leave our members as straws 
in the windstorm of change 
in global economics." 





1 ■ ■> 1 

to think we ewi go bade to 
planting sugar cans' 


With a market of 13.5m 
spread from Belize in Cen- 
tral America, through the 
Bahamas, Haiti, Jamaica, 

the English speaking islands 

of tbe eastern Caribbean, to 
Guyana and Suriname in 
northern South America, 
Caricom is a relatively small 
trading bloc. But Sir James 
Mitchell, prime minister of 
St Vincent, says size should 
not prevent the community 


moving forward. “I do not 
see our countries competing 
for the manufacture of 
goods. We delude ourselves 
to think we can go back to 
planting sugar cane or 
assembling and re-export- 
ing." 

Caricom has already 
implemented some elements 
of the single market It has 
created a customs union 
with common tariffs on 
imports from third coun- 
tries. A nascent regional cap- 
ital market is encouraging 
cross-listing of stocks on the 
Barbadian, Jamaican and 
Trinidadian exchanges, with 
exchanges being planned for 
Guyana and the Windward 
and Leeward Islands. 

However, the community 
feces tbe challenge over the 
next 18 months of rewriting 
the treaty with which it was 
created in 1973, and which 
member governments agree 
is ill-suited to the demands 
of the 21st century. The 1999 
target is already threatened 
as technocrats, lawyers, 
economists and government 


ministers struggle through 
protracted and sometimes 
acrimonious negotiations on 
new policies for trade and 
transportation, agriculture 
and industry. 

“Tha old treaty also lim- 
ited the movement of capi- 
tal, skills and business in the 
region,’’ said Owen Arthur, 
prime minister of Barbados, 
who has the community's 
portfolio for the single mar- 
ket and economy. “The 
treaty has to be changed so 
that regional trade policy 
can be widened to deal with 
tbe FTAA and the EU. and 
such matters as bilateral 
investment treaties. Intellec- 
tual property rights and 
trade in services." 

Caricom members admit to 
two big hurdles on the road 
to the single market. The 
first Is the different levels of 
development among mem- 
bers. Per capita income of 
F? .500 in Barbados is three 
times that of Jamaica and 30 
times that of Haiti. Such dis- 
parities are hardly condu- 
cive to agreement on com- 


mon policies, leading the 
community to a series of 
exemptions for poorer econo- 
mies. 

The second hurdle faced 
by Caricom is the creation of 
a common currency, which 
the region’s leaders consider 
the stillest challenge in the' 
creation of the single mar- 
ket Earlier efforts at making 
the region's currencies freely 
convertible have been trou- 
bled by the mix of fixed and 
floating exchange rates. The. 
common currency is the one 
element which the commu- 
nity has agreed will have to 
come after 1999. 

“This will demand har- 
monising such, difficult 
aspects as Interest rates, 
which now vary between 9 
per cent in Barbados and 38 
per cent in Jamaica." said 
Mr Arthur. “Debt service 
ratios must fell and there 
must be stability in 
exchange rates. Adequate 
levels of international 
reserves must be agreed as 
well as the size of budget 
deficits." 


Brussels 
presses 
US on 
labels law 

By NeS Buddey h Brussels 

The European Commission 
Is WHrintaining pressure on 
the US to put new legislation 
before Congress on labels of 
origin for European textiles, 
warning it will go to the 
World Trade Organisation 
unless Washington acted by 
August 201 

- US officials have indicated 
that they do intend to com- 
ply with a year-old agree- 
ment to introduce the legis- 
lation by Oat date, a month 
after the original deadline of 
July 20, but Brussels officials 
are nervous at the apparent 
lade of progress. 

At issue is a change in US 
rules in July 1996 that forced 

• European Union textile man- 

.ufacturers to label finished 
goods such as scarves with 
the name of the country that 
produced < the raw cloth, 
instead of fee country where 
the doth, was dyed and pro- 
cessed, as previously. For 
example,' a scarf made from 
raw Chinese silk, but fin- 
ished inanEU country, had 
to be labelled as coining 
from 1 China, not ■ from 
Europe. 

EU exporters claimed that 
the rule change affected the 
value of goods, and hit hun- 
dreds of mSZions of dollars 
of textile exports to the 
US. 

Brussels was on the brink 
of ^waling WTO consulta- 
tions on the issue last sum- 
mer,, but stopped fee case 
when the US pledged to 
change fee labelling rules 
back permanently, with a 
bin in Congress. 

EU trade officials are also 
concerned that the bin could 
be delayed or "voted down by 
Congress, and suggest Brus- 
sels could launch a WTO 
case if Congress' has not 
adopted the legislation by 
the end of the year. 
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Australia sweetens Telstra sale for rural areas 


By Rossefl Baker in Sydney 

Australia’s federal 
government will today pave 
the way for the AS5obn 
{US$31 bn) privatisation of 
telecoms group Telstra by 
unveiling a ASlbn package 
of telephone bene tits for 
rural areas. 

The initiative is designed 
to secure parliamentary sup- 
port for the Telstra privatisa- 
tion from the National party. 


which is a member of the 
ruling coalition and repre- 
sents rural voters. The 
National party is concerned 
the Telstra sale will 
adversely affect telecoms 
services to rural areas. 

Telstra also announced a 
A $4 20m upgrade af its 
mobile phone services to 
regional Australia to bolster 
support in rural areas. 

The move by the Liberal- 
National party coalition gov- 


ernment is an attempt to 
capitalise on the passage of 
the controversial bill on 
aboriginal land rights earlier 
this week, a parliamentary 
triumph for John Howard, 
prime minister, which averts 
the possibility of an early 
race-based election. 

Its package includes the 
extension of an timed local 
calls to more rural dwellers, 
an upgrade of customer ser- 
vice guarantees and the pro- 


vision of highspeed commu- 
nication links to regional 
communities. 

The Telstra bill is being 
debated by the upper house 
of parliament, where it has 
been stuck because of the 
house's preoccupation with 
the native title legislation. 
Tim Fischer, deputy prime 
minister and National party 
leader, said yesterday the 
package would be ‘'depen- 
dent on the Telstra legisla- 


tion passing". The govern- 
ment claimed Telstra's pack- 
age of benefits had not h ing 
to do with its attempt to win 
approval in the upper house 
for the privati s atio n . 

Mr Howard said the priva- 
tisation of Telstra would 
remove the “debt monkey" 
from future generations. But 

opponents say the rural ini- 
tiative demonstrated why it 
should remain, majority- 
owned by the government 


The National party is con- 
cerned about the Telstra sale 
because it fears losing votes 
in rural areas in the next 
Federal election to the One 
Nation Party, which is 
headed by populist politician 
Pauline Hanson. 

Mrs Hanson opposes the 
Telstra sale as do many 
rural voters, who fear a fully 
privatised Telstra would 
downgrade services to less 
profitable areas in regional 


Australia. Chris Schacbt, 
opposition Labour party 
communications spokesman, 
claimed Telstra's upgrading 
-showed the government had 
used its shareholding to 

pressure the company into 
improving rural services. 
“The only real protection for 
regional ; and rural 
people... is for the .govern- 
ment to retain its position as 
the two-thirds owner of Tel- 
stra," he said. 


Japan to 
release - 
aid for 
Russia 


By Midayo ffakameto and 

Gwen Robinson to Tokyo 


Disillusioned voters see no 
alternative to unpopular LDP 


X 


Japanese 
1 elections 


By Midityo Nakamoto 
in Tokyo 


When a governing party is 
as unpopular as Japan’s Lib- 
eral Democratic party, it is 
the opposition that might be 
expected to benefit But no 
single alternative appears to 
have wan the confidence of 
Japan's voters who go to the 
polls on Sunday. 

Recent polls indicate the 
LDP is struggling to hold on 


to its 61 seats being con- 
tested in the upper house of 
the Diet. Public support for 
the LDP has plunged and the 
popularity of Prime Minister 
Ryutaro Hashimoto has 
fallen to less than 30 per 
cent in recent polls. 

However, after a series of 
realignments that have 
resulted in the birth of 18 
parties, many of which have 
since disappeared, the Japa- 
nese public is fed up and 
confused, analysts said. 

in particular, the sudden 
demise of the New Japan 
party, which led a coalition 
that ousted the LDP for the 


first time in 38 years, has 
resulted in widespread disil- 
lusionment. 

The birth of the govern- 
ment of Morihiro Hosokawa 
was widely balled as the 
start of a new style of poli- 
tics. But Mr Hosokawa 
abruptly resigned over a 
financial scandal. 

“I felt that something 
would change. I expected 
politics to be based on the 
people’s wilL" recalled Masa- 
yuki Satake. a lawyer living 
in Tokyo, and a committed 
opponent of the LDP. “But I 
was fooled. The hope of 
politics for the people was 


an ill usion, ** he said. 

Many voters, like Mr 
Satake, are unhappy with 
the LDP but are at a loss 
which party to vote for. “The 
majority of the Japanese 
public does not support the 
LDP or the Hashimoto gov- 
ernment But that does not 
mean they support the Dem- 
ocratic party," admitted 
Naoto Kan, leader of the new 
Democratic party, an opposi- 
tion party. 

The Democratic party is as 
yet young, formed only two 
months ago and unfamiliar 
to most of the electorate. 
Meanwhile, the Social Demo- 



Kan: Democratic party leader 


era tic party, which used to 
provide the main counter- 
weight to the LDP, has been 
reduced to a much smaller 
grouping, as a result of the 
defection of large numbers 
to the new Democratic party. 

In addition, the Social 
Democratic party has been 


discredited in the public's 
eyeg by forming on alliance 
with the LDP, formerly its 
arch-rival, over the past 
three years. 

Among the opposition par- 
ties, only the Japan Commu- 
nist party (JCP) is forecast 
to do signific antly better on 
Sunday, with polls showing 
it at least doubling its seats 
to 12. The JCP appears to 
many the most reliable anti- 
establishment party but it is 
starting from a small base. 

Furthermore, none of the 
opposition parties has been 
able to convince the public 
that Its policies are clearly 
better than those put for- 
ward by the LDP. T am not 
sure that voting for a party 
other than the LDP win nec- 
essarily improve the econ- 
omy," noted Mr Satake. 

The weakness of the oppo- 
sition has resulted in wide- 
spread disaffection with poli- 


tics. Mare than half of Japa- 
nese voters polled by Yomi- 
uri Shimbun, the country's 
biggest dally newspaper, do 
not support any political 
party. Among those who do 
support a particular party, 
as many as 42 per cent said 
they might not vote in the 
elections. 

Since the LDP has the 
most organised, political 
machine that can get sup- 
porters' to vote, the. general 
tack of interest works in its 
favour. 

“But we will show that the 
Democratic party is here to 
stay." said Mr Kan. How- 
ever. with a strong possibil- 
ity that many uncommitted 
voters will stay away from 
the polls, it is likely to be 
some time before die Japa- 
nese opposition provides a 
viable challenge to the LDP. 
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Townsfolk resigned to a bleaker future 




By Alexandra Harney 
to Usftknade, Japan 


To the residents of 
Ushlmado. a harbour town 
in western Japan, the furore 
in Washington and Tokyo 
about the Japanese economy 
seems far away. 

On the eve of this Sun- 
day's parliamentary election, 
while politicians and bureau- 
crats in Tokyo grapple with 
policies to resolve Japan's 
economic woes, the people of 
Ushimado have resigned 
themselves to a much 
bleaker future for Japan. 

“The public has no idea 
who to vote for. Politicians 
are the same in every party; 
they have no policies, and 
they don't implement the 


ones they do have." com- 
plains fch Kobata. who 
owns a picturesque bed-and- 
breakfast business in an 
olive grove overlooking the 
harbour. 

"Their policies are mean- 
ingless to us. The politicians 
are using us," adds Ayako 
Kobata. Mr Kobata’s wife. 

Japanese rural voters, 
frustrated with nearly 50 
years of Liberal Democratic 
party (LOP) rule, have little 
confidence the coming elec- 
tion will lead to significant 
political change. 

In Tokyo, the banking sys- 
tem's loan problems are 
aggravating bilateral ten- 
sions with the US and 
increasing pressure on the 
administration to produce a 


reform plan ahead of the 
polls. But In rural mmmuni- 
ties such as Ushimado, a 
long-held distrust of politics 
has given way to hopeless- 
ness and apathy. 

Even Takashi Yamashita. 
the local election official, 
was at a loss for words when 
asked about the issues being 
debated by Ushimado voters. 
“I couldn't really say. There 
aren't many issues discussed 
here, r think people would 
like to see the economy 
improve," he said. 

Resldeats of the town, 
located between an indus- 
trial harbour and hills cov- 
ered with pumpkin and cab- 
bage farms, are worried 
about job losses and welfare 
problems from the closure of 


a local carbon factory this 
year. 

They are concerned about 
the town’s ageing popula- 
tion, with its highest concen- 
tration of residents aged 
between 60 and 70 years. 
They are less interested in 
the government's “bridge 
bank” scheme to resolve 
banks' bad-loan problems or 
the weakness of the yen. 

“All the parties have the 
same po fades. They use all 
the same words: financial 
system restructuring, finan- 
cial revitalisation. They are 
always using these same dlf- 
ficolt terms. What do they 
call that thing they are 
going to use to help the 
banks?" asked Mr Kobata. 

“Doesn't the government 


understand that solving the 
bad-loan problem doesn’t 
help the people at the lower 
levels of society?" “If they 
don’t help us at the lower 
end, the economy will never 
improve. “The people are the 
ones who buy cars and air 
conditioners. If they don’t 
spend their money, nothing 
will ever get better." 

Last year's consumption 
tax increase and the subse- 
quent rapid economic down- 
turn have deepened voters' 
distrust of the political par- 
ties, in particular the LDP. 
Voters said they want a 
reduction in consumption 
and corporate taxes. 

Ushimado is the political 
heartland of Ryutaro Hashi- 
moto, the prime minister, 


who represents the region. 
But even here, the LDP’s 
performance has been called 
into question. 

The reason residents are 
reluctant to switch parties is 
the LDP’s hold on the public 
purse strings, and local fears 
that an LDP defeat would 
jeopardise the pohilic works 
projects U shimad o depends 
on for its survival. 

NorifUmi Kato. the LDP 
incumbent. Is challenged by 
candidates from seven par- 
ties, who are all lobbying 
intensely for votes. But most 
people In Ushimado have 
never met any of the candi- 
dates and are ambivalent 
about the outcome of the 
election. 

Resigned to LDP domi- 






Win 

./ -a? t 

nance and disappointed with 
its performance, many resi- 
dents said they would vote 
because that was the only 
way to try to change the sys- 
tem. “I wifi vote, but I’ve 
halfway given up on politi- 
cians already." said one bak- 
ery employee. 


The Japanese government 
will release $80Qm in aid to 
Russia this fiscal year, in the 
first package of untied loans 
ever to that country. The 
deal , which covets part of a 
$1.5bn ^package announced 
by . Japan earlier this year, is 
to be signed next week whoa 
Sergei Kiriyenko. Russian 
prime minister, visits Japan 
with Mikhail Zadornov, Rus- 
sian finance minister. 

The hill untied loan pack- 
age is one of the largest 
Japan has committed to any 
country. The two govern- 
ments wDl also sign a bilat- 
eral investment protection 
agreement during Mr Kiri- 
yenko’s visit 

The decision by the Japa- 
nese government to release 
the loan reflects Japan’s 
renewed interest in strength- 
ening ties with Russia. The 
two countries have not 
signed a peace treaty for- 
mally ending hostilities in 
the second world war. 

Ryutaro Hashimoto, Japa- 
nese prime minister, has 
been keen to settle a 
long-standing dispute over 
the status of the Kuriles 
while Mr Yeltsin is in office. 
The islands, known in Japan 
as the Northern Territories, 
are claimed by Japan but 
currently occupied by Rus- 
sia. 

Mr Yeltsin has suggested 
the dispute may be resolved 
when Mr Hashimoto visits 
Moscow later this year. How- 
ever, Russian officials have 
indicated that they have no 
intention of giving up the 
islands, according to media 
reports. 

Mr Hashimoto and Mr 
Yeltsin agreed to expand 
economic co-operation in 
April during the Russian 
prime minister's visit to 
Japan. 

The untied loans, to be 
released by the Japan Export 
Import Bank with the World 
Bank, wlB go towards assist- 
ing the restructuring of the 
Russian coal industry, 
according to the bank. 


INVITATION 

FOR SUBMISSION OF OFFERS 

for the purchase of 30,000,000 common registered shares in Duty Free Shops S.A. 

The Public Company for Transferable Securities (the "Seller"), a wholly-owned subsidiary of the Hellenic 
Republic, hereby invites, according to the Resolution of the Board of the Athens Stock Exchange (“ASE”) dated 
IQ February 1998. as amended, any interested party (the “Interested Party") to submit offers (the “Offers”) for the 
eash purchase of thirty million (30.000,000) common registered shares (the “Shares") in Duty Free Shops SA. 
(the '^Company”), according to the following terms. 

Terms .and Pro-Cfiriure 

1 . A pplicable Provisions: The procedure for the submission of the Offers and the transfer of the Shares will take 
place according to (a) the Resolution of the Board of the ASE on the “Procedure for Submission of Offers for 
Block Trades through the “Stock Exchange" dated 19 February 1998, as amended (“the Resolution of the 
Board of die ASE"), and (b) this Invitation for Submission Offers. 

2. Suhmission and_Minimum Required Content of the, Offers: The Offers must be submitted according to the 
Resolution of the Board of the ASE and the following conditions: 

a. The Offers must be submitted to the Board of the Athens Stock Exchange on 27 July 1998 from 
14:00 to 15:00. 

b. The Offers should be made for the whole lot of the offered Shares, otherwise they will be rejected. Because 
of (he nature and the conditions of this procedure this invitation is addressed only to investors who act in the 
context of their professional/busi ness activities and not to the general public. 

c. The total \alue of the Shares must be paid in cash upon execution of the Share Purchase Agreement and 
transfer of the Shares. 

d. AH offers should be accompanied by an Irrevocable Participation Letter of Guarantee by a bank operating in 
Greece or abroad, a draft of which any Interested Party may receive according to para. 6 of this Invitation. 

e. The Offers should not contain any terms, conditions, reservations, or ambiguities in respect of the offered 
price or other matters relevant to the sale. 

f- The submission of improved or competitive offers is prohibited. 

3. Commitment of the Purchaser By submitting an Offer, Interested Parties are considered to have explicitly and 
unconditionally assumed the obligation that employment relations between the Company and the personnel will 
continue to be governed by the legislation in force and by the General Personnel Regulation-ratified by Joint 
Ministerial Decision 1598/20.5. 19Q6 (Government Gazette B 390) by the Ministers of the Interior, Public 
Administration and Decentralisation, of Finance and Social Security-except for those provisions enacted as a 
consequence of the Company being part of the public sector which will no longer have effect once the 
Company ceases to be part thereof. 

By submitting an Offer, interested Parties arc also considered to have explicitly and unconditionally assumed 
the obligation to respect labour and social security entitlements of the personnel, as such entitlements are 
provided for in Personnel Bylaws. Collective Agreements, company practices. Presidential Decree 572/88 and 
individual employment contracts. 

4. Evaluation and, Acceptance of the Qffcrs-Transfer of the Shares: The Sellers will evaluate the Offers and shall 
have the right, at their absolute discretion, to accept or reject any Offer as provided for in the Resolution of the 
Board of the ASE. The acceptance of an Offer will be concluded upon notification (through a bailiff or by 
confirmation of receipt) of the official written acceptance which will also provide for the rl«r<> of foe execution 
of the Share Purchase Agreement and the transfer of foe Shares. A relevant announcement will be published 
according to the Resolution of the Board of the ASE. The transfer of the Shares will be effected according to 
foe instructions included in the aforementioned announcement 

5. Acceptance oQgrrm and Conditions by Interested Parties: By submitting an Offer, Interested Parties are 
considered to have explicitly and unconditionally accepted all the terms and conditions oft 

a. The Resolution of the Board of the ASE 

b. This invitation for Submission of Offers 

c. The draft Share Purchase Agreement, which is attached to the Offering Memorandum as an appendix and 
which is made available to Interested Parties according to the following provisions. 

6. For any communication or further information or receipt of documents the Sellers designate as their 
representative Mr. Omiros Milfas, Associate, NBG International Ltd. Old Change House, 128 Queen Victoria 
Street, London EC4V 4HR. United Kingdom, tel. +44 171 661-5656. Before receiving the Offering 
Memorandum and the Appendices, as well as the draft of foe Irrevocable Participation Letter of Guarantee, 
Interested Parties must first sign a confidentiality agreement, which may be obtained from Mr. Omiros Millas, 
at (he address and numbers above. 

Athens, 9 July 1998 



Fanners plant rice In a protest on a Mwilte golf course test month 

Demand for 
rice and other 
cereals to surge 


By JosUn MarozzJ hi ManSa 

South Asia will experience 
the strongest demand for 
rice and other cereals over 
the next two decades, 
according to the Interna- 
tional Rice Research Insti- 
tute (IRRJ), the world’s lead- 
ing centre for rice research. 

The IRRL which yesterday 
launched a new three-year 
plan to sustain food security 
and combat poverty and 
malnutrition in the first 
quarter of the next century, 
said demand for rice would 
be greatest in areas where 
poverty and malnutrition 
are pervasive. 

Rice represents up to 60 
per cent or dally calorie 
intake in South Asia, IRRI 
said. Total demand for cere- 
als In Asia, will Jump 30 per 
cent by 2010, while per cap- 
ita availability of water is 
expected to decline by 4080 
per cent in most of the 
region's countries. 

'It's a formidable chal- 
lenge," said Robert Havener, 
ZRfiTs director-general. “In 
the next 25 years, the popu- 
lation of planet earth will 
increase by 2bn. The bulk of 
that will be in Asia and most 
of them will be Asian rice 
consumers. The extent to 
which we can feed these new 
mouths depends an our abil- 
ity to grow more rice largely 
on existing land" 

IRRI said depredation of 
regional currencies following 
the' regional financial crisis 
will lead to rising food prices 
and erosion of purchasing 
power among lower income 
groups. 


In Indonesia, for example, 
food insecurity Is already 
visible, despite 30 years of 3 
per cent annual growth in 
rice yields. “Political sensi- 
tivity of increasing food 
prices may Induce Asian 
governments to be less 
receptive to trade liberalisa- 
tion, particularly for staple 
food Items,” said the IRRI. 

Hie IRRI plan, which con- 
sisted of seven new research 
programmes and 31 projects, 
centred on maint ainin g 
global food security, improv- 
ing management of natural 
resources essential for food 
production, and conserving 
the environment 
IRRI said tt will work 
more closely with fanners’ 
groups, non-governmental 
organisations, national gov- 
ernments' agricultural 
research programmes and 
the private sector. Together 
with its partner countries, 
IRRI is working on new 
high-yielding rice varieties it 
thought would raise yields 
by 20-30 per cent and be 
ready within five years. 

El Nlfio, which devastated 
the farm sectors of several 
Asian countries, hi ghlighted 
the difficult trade-offs 
between the use of water for 
urban, industrial and agri- 
cultural needs. “Clearly, 
agriculture in Asia will have 
to be more efficient because 
it will have less water," said 
Mr Havener. 

The institute also released 
details of a review of IRRI by 
the Food and Agriculture 
Organisation of the United 
Nations, which praised its 
scientific achie vement s 


N EWS DIGE ST . 

CHINESE ECONOMY 

Exports recover slightly 
despite regional pressure 

China’s exports recovered slightly last month, despite 
continued pressure on Chinese exporters from rival Asian 
manufacturers where competitiveness has been boosted by 
currency devaluations. 

After a decline in overseas sales of 1.5 per cent In May, the 
first drop In 22 months, China yesterday reported that exports 
rose by 1.6 per cent In June compared with the same period 
in 1997. In the fast six months of the year, exports rose by 
7.6 per cent, reaching a value of 586.9bn, according to Xin- 
hua. foe official government news agency. 

Imports rose 5.3 per cent in June to $11.9bn, increasing 
only 22 per cent for the first six months of foe year. The lack- 
lustre import growth contributed $22.5bn to China's trade sur- 
plus for the first half ot 1998. 

The modest recovery in the export figures is likely to come 
as small but welcome relief to the Beijing leadership, which 
has repeatedly pledged not to devalue the Chinese currency. 

ft was also announced China's industrial and commercial 
tax revenues rose 8.8 per cent, reaching RMB389.4bn ($47bn) 
in the first half of 1998. The government tax bureau was 
quoted as saying the figure accounted for 46.6 per cent of the 
target for foe year. James Hanfing, Shanghai 

ASIAN TOURISM 


Japanese make fewer visits 

The number of Japanese travelling abroad this summer fell to 
rts lowest level fn 18 years, according to an industry poll 
released this week. The trend reflects the fail in Japanese 
consumer- demand due to d o mestic economic decline, and 
turmoil in markets elsewhere in Asia. 

The number of Japanese who took trips overseas this sum- 
mer slipped 3.4 per cent year-on-year, from 3.2m to 3.1m, 
according to a poll by the Japan Travel Bureau. This was In 
contrast to foe 1 .4 per cent increase in domestic tourism, 
from 79.4m to 80.5m last year. 

Travel to south-east Asia, Australia and New Zeeland suf- 
fered the greatest decline. Although foe number of tourists 
who travailed to Hang Kong and Thailand was steady, travel 
to Indonesia fell over 30 per cent, from 94,000 to 63,000 
people. Korea, where the won has fallen sharply against the 
yen because of the financial crisis, actually attracted more 
Japanese tourists. Alexandre Harney, Tokyo 


VIETNAM UNREST 


t 


* 


Prison sentences for protesters 

A court in Vietnam has handed out prison sentences to more 
than 30 people involved in a wave of rural unrest which broke 
out last year in foe northern province of Thai Binh. 

The disturbances, which followed peaceful pro tests against 
corrupt local officials, deeply shocked the Communist party 
teaderehip in Hanoi and provoked a wave of self-examination 
in party ranks. At foe height of the protests in November last 
year, some 300 villagers attacked the offices of the local 
people’s committee, and then took hostage more than 20 
policemen who had been sent to restore order. 

In a report on the trial published yesterday, the official party 
newspaper. Nhan Dan. described the defendants as "extrem- 
ists’. The paper said one defendant, Dao Van Ta received an 
eleven-and-a-half year sentence, while other sentences 
ranged from 18 months to nine years. Fo Bowing the protests, 
the head of the province's party committee was removed. 
Jonathan Birehall, Hanoi 
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jL9 °_ D CHARITY faces t hree class-action lawsuits allegingjt failed to USE inexpensive tests to screen donations 

Canadian Red Cross seeks bankruptcy 


jtyWwrd Alden In Toronto 

pe Canadian Red Cross 
Society will seek banknmtcy 
Dex * week to protect ftself 
ag^nst claims of more than 
(US$3.4bn) in lawsuits 
“ !ed by Canadians infected 
IJjj* ^nted blood in the 

The 102-year-old charity, 
■^wn for its work in disas- 
■ relief and social services, 
s been tarnished by its 
r ole “1 supplying blood that 
[infected some 60,000 Cana- 
.dians with hepatitis C and 
i about 1,400 with the virus 


that causes Aids. U faces 
three class-action lawsuits in 
the provinces of Ontario. 
Quebec and British Colum- 
bia over its role in supplying 
Infected blood to 22,000 
patients out of the wider 
group who were Infected 
between 1988 and 1990. 

The lawsuits allege the 
society foiled to use inexpen- 
sive tests that were available 
after 1988 to screen blood 
donations for hepatitis C. 

The bankruptcy applica- 
tion, if accepted by the 
courts, will allow the society 
to reorganise and continue 


Its other activities while 
shielding itself from the law- 
suits. 

The federal and provincial 
governments decided last 
year after a long and bitter 
public inquiry to take con- 
trol of the nation's blood 
supply away from the Red 
Cross and turn it over to a 
new independent agency to 
be known as Canadian Blood 
Services. 

That new agency insisted 
it would not absorb the lia- 
bilities of the Red Cross and 
pressed the society to seek 
bankruptcy, according to a 


source familiar with the 
negotiations. 

Dawna Ring, representing 
individuals suffering from 
Aids and hepatitis C, com- 
pared the Red Cross's action 
to that of Dow Corning, 
which manufactured breast 
implants, in using bank- 
ruptcy lavra to seek protec- 
tion from class-action law- 
suits. “The Red Cross has 
always relied on provincial 
and federal governments to 
pick up their tab.” she said. 

The society, for instance, 
contributed only CS5m of the 
roughly C$400m paid out by 


Venezuela paying the price 
for defence of currency 

Rll tbnimiMal A.tlAa i_ f ~~ - — I 


governments and pharma- 
ceutical companies to trans- 
fusion patients infected with 
the Aids virus. 

But D urbane Wong-Reiger, 
president of the Canadian 
Haemophilia Society, said 
the blood victims had never 
expected to receive much in 
compensation from the Red 
Cross and had focused their 
efforts instead on a govern- 
ment compensation package. 

The federal and provincial 
governments have pledged 
C$l.l bn to hepatitis C vic- 
tims. but have been under 
fire for refusing to compen- 


sate those Infected before 
1986. The federal govern- 
ment survived a vote of con- 
fidence on the issue earlier 
this year. 

The bankruptcy applica- 
tion will be made as part of a 
deal next week in which 
ftmarilan Blood Services Will 
acquire the blood assets of 
the Red Cross for C$160m- 
That will allow time for 
creditors to file their applica- 
tions with the courts and for 
the bankruptcy to be 
approved before the new 
blood agency begins operat- 
ing on September L 


By Raymond Cofitt h Caracas 

The Venezuelan govern- 
ment, facing labour unrest 
and a deepening budget cri- 
sis, may be paying too high a 
price to defend the currency, 
analysts say. 

In just five days the cen- 
tral bank has been forced to 
sell more than $600m in 
reserves to meet dollar 
demand, and the Caracas 
stock exchange index - 
down more than 55 per cent 
for the year to date - is at 
its lowest level since Septem- 
ber 1996. 

international reserves, 
which still cover at least 13 
months of imports, have 
fallen from Sl6bn to $i4.76bn 
within a month. Debt service 
payments of more than $3bn 
in the second half will make 
further Inroads. 

Miguel Octavio, chief ana- 
lyst with Bancaracas. a local 
investment bank, said 
reserves could drop to criti- 
cal levels if SI bn of stabilisa- 
tion bonds maturing in com- 
ing weeks are taken out of 
the country. “The govern- 
ment can continue defending 
the bolivar. The question Is 
at what cost” 

TO slow capital flight, the 
central bank has tightened 
its monetary policy and 
increased interest rates, 
sending shock waves 
through the financial sector. 

Average bank lending 
rates have jumped from 45 
per cent In June to 60-70 per 
cent. The Inflation rate is 
expected to end the year at 
30-35 per cent. 

The government's failure 
to honour public debt bills 



Hugo ChAves leading in polls ahead of December's election 


last week, though not 
uncommon, heightened 
investor nervousness and led 
to cash flow problems with 
some banks, driving up the 
overnight Inter-bank lending 
rate to 120-140 per cent two 
days ago. 

The interest rate rise is 
taking its toll. After an 
unprecedented credit boom 
last year, many consumers 
and producers are now 
struggling to meet debt pay- 
ments. Farmers and small 
businesses are particularly 


hard hit. “Demand even for 
basic foodstuffs is down con- 
siderably,*’ said Rodrigo 
Agudo. head of the Venezue- 
lan association of food pro- 
ducers. 

Gross domestic product 
growth this year is forecast 
to slow to about 1 per cent, 
from 5.1 per cent in 1997. 

Banks, which were far 
more robust than before the 
1994 financial crisis, now 
expected their bad loans to 
Increase and were raising 
their provisions accordingly. 


Even ' Francisco Debera, 
superintendent of banks, 
this week said interest rates 
above 60 per cent repre- 
sented “a critical situation 
for the banks". 

Political and fiscal uncer- 
tainty is likely to continue, 
thus main taining pressure 
on the bolivar. 

The possibility of a win in 
December's presidential elec- 
tions for Hugo Chavez, left- 
leaning former coup leader 
and front-runner in opinion 
polls, is unlikely to diminish. 
Equally, the government’s 
financing plans will not be 
in place for several months. 

The underlying problem is 
the government's lack of 
credibility and Venezuela's 
record of repeated devalua- 
tions to cover fiscal deficits. 

Despite repeated denials of 
an Imminent devaluation by 
President Rafael Caldera, 
many Venezuelans swap 
their pay into dollars or 
spend it on durable goods. 
“Expectations of a devalua- 
tion will continue regard- 
less." said Mr Octavio. 

Teodoro Petkoff, planning 
minis ter, admitted recently 
that raising interest rates 
further to ease pressure on 
the currency is inappropri- 
ate. Instead, the central 
bank is more likely to adjust 
the exchange rate band to 
allow for a more accelerated, 
but still gradual, deprecia- 
tion of the bolivar. 

"The government will do 
everything possible to avoid 
a devaluation," said one Car- 
acas broker. "The problem 
is, its options are becoming 
very limited.” 


Argentine minister 
rules out run on peso 


By Richard Lapper and 
Ken warn in Buenos Aires 

Argentina's economy 
minister. Roque Fernandez, 
has dismissed the possibility 
of a run against the coun- 
try's currency' - the peso - 
amid signs that the financial 
system continues to 
strengthen. 

A "speculative attack 
against the peso is impossi- 
ble." he said in an Interview. 

Measures to cut this year's 
spending by about Slbn and 
freeze several ambitious pub- 
lic works projects were suffi- 
cient to reassure interna- 
tional investors about 
Argentina's ability to with- 
stand pressures stemming 
from the crisis in Asia 

"We don't believe we have 
to take other measures. We 
don't see that there is a 
necessity." said Mr Fern- 
Hades. Argentina was most 
exposed to the crisis in Asia 
through a passible rise in 
international interest rates, 
he said. 

The comments came as 
bonk deposits, which fell by 
13 per cent during the 1995 
Tequila" currency crisis, 
registered fresh growth. 


reflecting the confidence or 
savers in the country's cur- 
rency and exchange rate 
regime. 

The peso has been tied at 
parity to the dollar under a 
monetary board system 
since 1991. 

Bank deposits reached 
S75.5bn by tbe end of June, 
giving a rise of 15.5 per cent 
in the first six months of the 
year, international reserves 
also recorded new highs at 
the end of last month, rising 
to S23bn. 

As a result of high levels 
or liquidity, short-term inter- 
est rates have fallen from 9 
per cent last October to less 
than 7 per cent. 

Argentina's stock market 
- hard hit along with other 
emerging markets by the 
Asian crisis and interna- 
tional financial instability - 
has also risen strongly in the 
last few day's. 

A rise In international 
interest rates would increase 
tbe cost of servicing the pub- 
lic debt. Mr Fernandez said. 
At present, however, he 
expected to meet a fiscal def- 
icit target of 1 per cent of 
gross domestic product, in 
spite of lower than expected 


tax receipts during the first 
half of the year. 

Declines in commodity 
prices are depressing export 
growth and higher imports 
have aggravated pressure on 
the external accounts. 

But Mr Ferndndez down- 
played the significance of 
tbe current account deficit, 
which economists expect 
could exceed Sl4bn this year, 
or some 4 per cent or GDP. 
He said that rises In capita] 
goods Imports were clearly 
linked with flows of direct 
investment. 

“If foreign direct invest- 
ment falls then the current 
account deficit will fall." 

A new labour reform was 
"probably not as great an 
advance as some economists 
expected," conceded Mr 
Fernandez. The new law. 
currently before Congress, 
will limit the use or flexible 
short-term labour contracts. 

Changes to traditionally 
rigid labour laws feature 
among the list of conditions 
laid down by the IMF as part 
of a S2.8bn extended fund 
facility agreed in February. 
An IMF mission is due to 
visit Buenos Aires in the 
next two weeks. 


US tax 
reforms 
pass last 
hurdle 

By Richard Woffle 
In Washington 


Congress yesterday passed 
the final stages of wide- 
ranging legislation to over- 
haul the embattled US tax 
service. 

With an overwhelming 
majority in both the House 
and the Senate, the reforms 
of the Internal Revenue Ser- 
vice now go to president Bill 
Clinton who is expected to 
sign them into law soon. 

Senators yesterday voted 
96-2 to back the final version 
of the new legislation, which 
offers taxpayers improved 
protection against IRS 
abuse. Tbe House backed the 
laws by 402-8 last month. 

The reform measures - the 
most radical changes to tbe 
IRS in a generation - estab- 
lish new oversight of tbe 
agency and a restructured 
organisation. 

It also shifts the burden of 
proof from the taxpayer to 
die IRS in many court cases, 
and allows taxpayers to sue 
for up to $100,000 for IRS 
negligence. 


MILLENNIUM MOST GROUPS EXPECT TO HAVE UPGRADED COMPUTERS BY END OF 1998 


US optimism over 2000 bomb 


By Tracy Corrigan in New York 

Most US companies expect to 
have finished upgrading 
computer systems to deal 
with the millennium bomb 
by the end of 1998. but are 
reporting higher compliance 
costs than outside the coun- 
try, according to a world- 
wide survey of companies 
published by Merrill Lynch, 
tiie US brokerage, yesterday. 

Compliance costs are not 
expected to have a large 
effect on US corporate earn- 
ings - though there could be 
some revenue shortfall in 
the short term if operations 


are affected. In the US com- 
mercial hanking sector the 
median company's estimate 
of compliance costs is 33 per 
cent higher than a year ago 
and represents almost 3 per 
cent of total 1997 expenses. 
But a further 50 per cent 
increase in estimated costs 
would only reduce 1998 earn- 
ings estimates by about 2 per 
cent, the report says. 
Companies expressed con- 
cern they would be hit by 
compliance failures in sup- 
pliers and customers. Some 
said problems could be acute 
if government agencies and 
regulators foil to comply. 


Many observers have said 
the complexity of network- 
ing and interfacing systems 
increases the potential for a 
year 2000 meltdown, but 
Merrill believes the complex- 
ity and dispersion of these 
systems, is "insurance 
against a complete shutdown 
of commerce when the mil- 
lennium starts". 

Jeanne Terri! e, the analyst 
who wrote tbe report’s over- 
view believes “there won’t 
be a domino effect, because 
there are lots of switches 
throughout the system that 
will put on brakes". She says 
modern management prac- 


tice has exacerbated an 
essentially simple problem, 
for example with just-in-time 
inventory practices and out- 
sourcing increasing vulnera- 
bility. 

Among 460 Asian compa- 
nies surveyed, 72 per cent of 
companies expect to be com- 
pliant by the year 2000. in 
Indonesia and China fewer 
than half of the companies 
surveyed expect to be com- 
pliant, while In India 97 per 
cent expect to be compliant 

However, because many 
Asian banking systems are 
newly automated, they are 
already compliant 


Wall St firms 
start settlement 
talks with SEC 


By WHOam Lewis in New York 
and Richard Wofflb 
hi Washington 

The Securities and Exchange 
Commission has begun set- 
tlement negotiations with a 
number of Wall Street firms 
related to allegations that 
they rigged prices on the 
Nasdaq stock market 

Tbe negotiations follow a 
decision by SEC officials 
investigating the long-run- 
ning case; that “enforcement 
action is warranted", said 
one person with knowledge 
of the negotiations. 

Tbe SEC has In recent 
weeks been informing more 
than thirty Wall Street firms 
and approximately 100 trad- 
ers that it is preparing possi- 
ble sanctions against them 
that could lead to fine* and 
other penalties. 

People close to the negoti- 
ations stressed that they 
were at an early stage bat 
that if successfully com- 
pleted. it could lead to a set- 
tlement covering all invest- 
ment banks involved. 

The investigation dated 
back to 1994 when a study by 
two academics suggested 
Nasdaq dealers “tacitly col- 
lude" on prices. The study 
said dealers on the Nasdaq 


colluded to keep spreads 
between buy and sell prices 
unnecessarily wide. 

Wide spreads are regarded 
as bad for investors because 
they deny them the opportu- 
nity to pay a little less when 
buying a stock or receive a 
little more when selling. For 
dealers, the wider the 
spread, the bigger the profit 

In December, the Wall 
Street firms, which act as 
dealers on Nasdaq, agreed to 
pay a total of more than 
Sibn to settle class action lit- 
igation brought by investors. 
The investors had alleged 
that market makers at the 
firms conspired from 1989 to 
1994 to keep the trading 
spreads between the buy and 
sell price of 1,659 Nasdaq 
stocks overly wide. 

In 1996, 24 Wall Street 
firms settled with the Jus- 
tice Department, which 
together with the SEC had 
begun probing the National 
Association of Securities 
Dealers, which operated the 
Nasdaq market The firms 
agreed to strengthen man- 
agement control of the Nas- 
daq traders they employ. 

People close to tbe negoti- 
ations said that the SEC was 
seeking a settlement for 
“efficiency reasons". 


Criminal trial 
starts of ADM 

executives 


By mod Taft fa Chicago 


The criminal trial of 
executives at Archer Daniels 
Midland, one of the US’s big- 
gest and most politically 
connected agribusiness com- 
panies, got underway yester- 
day. 

The case, which centres 
around price-fixing charges 
which have beset ADM for 
almost three years, promises 
to be one of the most closely 
watched in US corporate his- 
tory. 

The charges first surfaced 
in mtd-1995, when the com- 
pany - which has its head- 
quarters in Decatur. Illinois, 
and which has a hand in 
everything from cocoa to 
cattle feed - revealed it was 
the target of a criminal anti- 
trust investigation. It 
quickly became clear the 
Federal Bureau of Investiga- 
tion bad had a “mole" at the 
company - Mark Whitacre, 
one of ADM’s top executives 
- for close to three years and 
numerous private meetings 
(between ADM executives, 
and competitors) had been 
secretly recorded. 

Three products were said 
to be under investigation: 
high-fructose corn syrup, 
used in soft drinks, bakery 
products and jams; citric 
acid, a flavour enhancer; and 
lysine, an amino acid used in 
animal feed and designed to 
help animats build lean mus- 
cle quickly. 

A year later, ADM settled 
its case with the US Depart- 
ment of Justice, pleading 
guilty to price-fixing in the 
lysine and citric acid mar- 
kets and paying a Sioom 
fine, a record criminal anti- 
trust penalty. 

Since then, some of the 
numerous suits brought by 
angry customers, who 
claimed to have been over- 
charged. have also been set- 
tled, with ADM repaying 
tens of millions of dollars to 
consumer product compa- 
nies such as Procter & Gam- 
ble and Philip Morris. 

That plea agreement pro- 
tected most ADM executives 
from farther prosecution. 


including Dwayne Andreas, 
the company's chairman, 
and his top lieutenant, 
James Randall- But it did 
leave the door open for crim- 
inal charges to be pursued 
against two individuals: 
Mick Andreas, ADM"s vice 
chairman. Dwayne's son and 
potential successor, and 
Terrance Wilson, president 
of the corn-processing divi- 
sion. 

This is the case beginning 
in Chicago. The prosecu- 
tion’s complaint is straight- 
forward: that Mr Andreas 
and Mr Wilson, together 
with Mr Whitacre and Kazu- 

toshi Yamada, managing 
director of Japan's 
oto. conspired to fix tbe 
price of lysine and allocate 
Its sales volumes worldwide 
for about three years. 

According to prosecution 
documents, lysine had 
become a $6G0m-a-year mar- 
ket by 1995. Ajinomoto was 
the biggest player, with a 34 
per cent share. ADM. which 
virtually doubled world pro- 
duction when it moved into 
the synthetic lysine business 
in the early 1990s, building a 
huge new processing plant 
In Decatur - had around 26.4 
per cent The three other 
producers were Kyowa of 
Japan, and South Korea’s 
Sewon and Cheil. Like ADM 
and Ajinomoto, they have 
already agreed to pay fines 
for participating in the 
lysine conspiracy. 

With Mr Andreas and Mr 
Wilson pleading not guilty, 
much of the case is expected 
to focus on Mr Whi (acre's 
role at ADM. The former FBI 
mole was fired shortly after 
the investigations came to 
light amid accusations that 
he had embezzled millions of 
dollars from the company. 
Last year. Mr Whitacre 
pleaded guilty to 37 counts 
of fraud, money-laundering 
and tax evasion, and is now 
serving a nine-year sentence. 
But if his credibility has 
been tainted, the US attor- 
ney will have the secret 
recordings which the former 
ADM executive made as the 
FBFs mole. 


BUSINESSES FOR SALE 



DR. IAN SANGSTER AND COMPANY 

LIMITED 

ON RECf!\ 'ER5HIP ) 

JAMAICAN MANUFACTURER Of RUM CREAMS, LIQUEL ’RS 
AND ALCOHOLIC BEVERAGES 


The Receiver and Manager, John Lee, having taken legal advice and reviewed the 
circumstances surrounding the operations of the company and the use of the Sangster's 
Old Jamaica name, has decided to reopen the acceptance of bids for the acquisition of the 
business and assets of the company. 

Principal features of the business include: 

• Sangster's Old Jamaica line of rum creams and liqueurs 
World's End line of Jamaica Rum Cream 

Sangster's Caribbean line of bar mixers 
Conquering Lion Jine of overproof rum 

• the benefit of applications filed for the registration of the trademarks, both word and device 
marks associated with the above product lines in Jamaica and certain other countries where 
the products are sold 

• freehold property in New Kingston of 1 .1 80m 2 approx, with administrative and warehouse 
building of 248.5m 2 approx 

• freehold property in Cordon Town of 6,151m 2 approx, accommodating factory, gift shop, 
laboratory, storeroom and dwelling house. Also, part constructed new factory building 
requiring completion 

• blending and bottling equipment 

• stocks of finished product for sale and raw materials 

For further information, and to obtain a copy of the Invitation to Treat seriously interested 
parties only please contact Caydion Campbell of Price Waterhouse Associates, Scotiabank 
Centre, Duke Street Kingston, Jamaica. Tel: 1876) 922 6230. Fax: (876) 922 7581. 

Interested parties will be asked to sign a Statement of Confidentiality before the document is 
made available to them. 


BUSINESSES FOR SALE 


Apears in toe Financial Times every Tuesday, Friday and Saturday. 
For further information, or to advertise in this section, 
please contact Melanie Miles on +44 0171 873 3349 
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ORANGE ORDER FIRST MINISTER WARNS THAT SEARC H FOR SOLUTION IS 'RUNNING OUT OF TIME’ ... 

Talks fall to end N Ireland deadlock 


By John Moray Brawn 


David Trimble. Northern 
Ireland's first minister, last 
night warned the search for 
a solution to the Drumcree 
marching stand-off was 
“running out of time". He 

cited "elements here who 
will take advantage of the 
quite understandable protest 
the Orange Order have 
organised in order to .create 
mayhem". 

His comments came amid 
security concerns that the 


Drumcree protest could be 
swelled by thousands of 
other Protestant Orangemen 
ahead of the main July 12 
parades. 

The protest began on Sun- 
day when thousands of 
Orangemen halted at a bar- 
rier preventing them con- 
tinuing their traditional 
march along the nationalist 
Garvaghy Road. The hairier 
had been erected by British 
soldiers to enforce an order 
of the independent Parades 
Commission. Orangemen 
and their supporters have 


since been camping by the 
barrier. 

With extra British troops 
expected In the region today, 
tension is rising ahead of 
Monday's big commemora- 
tions of the Battle of the 
Boyne, with reports that 
other marches will be can- 
celled and Orangemen 
Instructed to join their 
“brethren” at Drumcree. In 
the July 1890 battle, the 
Protestant Prince William of 
Orange defeated the Roman 
Catholic King James If of 
Britain and became King 


William QL 

As Tony Blair, the UK 
prime minister, met Orange 
Order leaders In London yes- 
today, Mr Trimble stepped 
up his efforts. He held Us 
first meeting since the crisis 
began with the organisa- 
tion's Grand Lodge. He ear- 
lier warned “the weekend 
carries with it grave risks 
for society in Northern 
Ireland”. 

Mr Trimble is understood 
to be seeking to persuade 
moderate Orangemen - 
many of them supporters of 


his Ulster Unionist party - 
to isolate the hardliners. 
Many of them are linked 
with the rival Democratic 
Unionist party, which 
opposes the peace agreement 
reached in April 

His comments were seen 
to be targeted at Joel Patton, 
of the Spirit of Drumcree 
group HTid other hardliners. 

Mr Patton said yesterday the 
Orangemen should use the 
crisis to bring down the new 
Northern Ireland assembly. 

Mr Patton had earlier 
reacted angrily when Mr 


Blair repeated that the 
Parades -Commission ruling 
on the Garvaghy Road would 
stand. But senior -figures 
were quick to distance them- 
selves from David McNarry, 
a Grand Lodge official, who 
appeared to threaten to “par- 
alyse the country in a matter 
of hours” if the march was 
not let through. 

In addition to arson 
attacks on property, almost 
20 Roman Catholic families 
have had to be re-housed as 
a result of Intimidation, 
police said yesterday. . I 


INWARD INVESTMENT HELL ER CHIEF PREDICTS THAT RISE OF PO UND TO DM3 LEVEL IS SHORT-TERM 

German 
group may 
enlarge 
machine 
tool plant 

By Peter Marsh In London 


Heller, one of Germany's 
biggest machine tool compa- 
nies, is considering further 
expansion at its UK plant to 
boost output of a “value for 
money” device marie only in 
Britain and mainly for 
export. 

The plan bucks the trend 
in UK manufacturing, in 
which output is falling as 
p essimism Increases over the 
effects of the high pound. 

Berndt Heller, managing 
director of the family-owned 
company, said output from 
the plant at Redditch in the 
English Midlands could 
expand ta DM200m-DM300m 
(SI 66m) a year from DMSOm. 

The plant, which employs 
130 people, exports its entire 
production to meet strong 
demand primarily in main- 
land Europe. Heller com- 
pleted the factory In April to 
replace one built in the early 
1980s. 

"We are quite satisfied 
with our performance in 
Britain," Mr Heller said In 
an interview at the compa- 



Bemdt Holer, at tho company’s NQrtktgen tactory: "Wo are quite satisfied wHfi our perfor m ance in Britain” 


Statei Bonesa/IPON 


inquiries from Japan increase 


Japanese groups have shown 
Increased Interest in the West 
Midlands region of England over 
the past year according to Its 
development agency. Juliette 
Jowtt In Birmingham writes. 
Them were a record 85 
Investment projects last year 
and a shift from manufacturing 
towards flnanctal services end 
research. The agency said the 
strong pound caused a fall In 


ny’s headquarters at NQrtin- 
gen, near Stuttgart. The 
strength of sterling in the 
past IS months has put pres- 
sure on exporters’ margins 


German projects. PaU Richards, 
agency director, said many 
Inquiries were from Japanese 
car component suppliers for the 
new Honda plant In south-west 
England and Toyota plants In 
Wales and France. Officials in 
Birmingham also re por t a surge 
of Interest from US companies 
since President Bffl CBnton 
visited the city for the GB 
summit in May. 


bat Mr Heller sees the rise in 
the pound to about DM3 as a 
“short-term phenomenon”. 

He said he was “fairly con- 
fident" that Britain would 


decide before too long on 
joining the single European 
currency, due to start next 
year, with the pound's level 
probably stabilising against 
other main currencies. 

Heller expects to have 
worldwide sales this year of 


deemed too difficult to Intro- 
duce at NGrtingen, where 
the company employs 1,400. 
Britain's lower labour costs 
were also an attraction. 

Heller's new range of UK- 
mnria machining centres cost 
np to DM500,000, signifi- 


about DMSOOm. It Is one of cantly less than most of the 


Industry 
relieved 
as interest 
rates are 
unchanged 

By Robert Cbota, 

Economics EdHnr 


Industry breathed a sigh of 
relief yesterday as the mone- 
tary policy committee of the 
Bank of England, the UK 
central bank, voted to leave 
Interest rates unchanged at 
7.5 per cent 

“This decision clearly 
reflects the Bank's recogni- 
tion of the weight of recent 
evidence in support of eco- 
nomic slowdown," said Ian 
Peters, deputy director gen- 
eral of the British Chambers 
of Commerce. "Any further 
rise would have been ill- 
judged and plunged the man- 
ufacturing sector even 
deeper into recession.” 

Following standard prac- 
tice when leaving rates 


the world's biggest produc- 
ers of machining centres 
used to fashion metal parts 
with high accuracy. Its 
expansion In the UK was 
decided earlier in the 1990s 
as an alternative to expan- 
sion in the former East Ger- 
many. The new Redditch 
plant, which cost DMlOm, 
has been used as a test bed 
far new techniques in flexi- 
ble working which Heller 


mHcViiriBa made In its Ger- unchanged, the committee 


man plant. 

At present 80 per cent of 
the components for the UK- 
made machines are 
Imported, some from the 
company's main German 
plant In a move which off- 
sets same of the disadvan- 
tages of the high pound. But 
Mr Heller said the company 
Intended to bring down this 
prop o rtion to 40 per cent 


THE PROPERTY MARKET 
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ilRE, Basingstoke 


QUALITY GOLF FACILITY IN 
OUTSTANDING M3 CORRIDOR LOCATION 

Established par-72, IS hole golf course built ta U5GA 
specification, purpose-built dubboiKe. 

Turnover In the region of £640.000 pj. 

Region of £1.75 - £2 million 
London: 0171 499 8644 
Contact: Nick Swreneptyercmy follason 


MAYFAIR 

2 suites of offices to let 
in smart period 
building off Park Lane. 
961 sq feet net each. 

Flexible terms. 
0171 4956455 Ext 22 


Building company 

sms FINISHED 
RESIDENTIAL ESTATES 

in Costa Dorada , 
(Tarragona) and 
Costa ml Sol (Malaga). 
Information: PAMESA 


Blair opposes 
extra curb on 
utility profits 


By David Wtghhn, 
PoBtoi Corre mo adsBt 


Tony Blair, the prime 
minister, is set to veto pro- 
posals to force utilities to 
share windfall profits with 
consumers by charging the 
system of pricB regulation. 

Close colleagues say Mr 
Blair believes the current 
price cap regime - “Inflation 
minus x", in which x is set 
by a regulator - Is working 
well and automatic profit- 
sharing would be against 
consumers 1 interests. 

The decision to scrap the 
Labour government's 
long-standing plan will be 


continuing to rely exclu- 
sively cm the existing system 
of price regulation. 

It is understood the 
responses to the consulta- 
tion have been largely hos- 
tile. The CBI criticised the 
idea of “a formulaic and 
generalised" error correction 
mechanism which “could 
undermine the Incentives for 
efficiency gaing and innova- 
tion”. But it said the regula- 
tors’ powers to intervene in 
exceptional circumstances 
between price reviews 
should be retained. 

The utilities have argued 
that such a mechanism 
should also allow unex- 
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welcomed by the City of pected cost increases to be 
London, which has warned It passed on to customers. 
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Furnished or unfurnished. 

Many ready Tor immediate 
occupation. 
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FOR SALE BY AUCTION 

15" July 1998 

THE QERSHOM CENTRE 
GREAT ASHFIELD, SUFFOLK 
Period house In 67. acres used as conterencefoanqueting 
centre with four magnificent fiats and offices. 

Part let - rent £34,000 p.a. plus income from function suite. 

HARMAN HEALY 
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10,000 square feet 
of offices in 
King's Cross area. 

Please call: 


would undermine the incen- 
tive for efficiency and could 
raise companies’ cost of capi- 
tal. The proposal has also 
been criticised by the Con- 
federation of British Indus- 
try, the employers' lobby, 
and the utility regulators. 

Margaret Beckett, the 
chief industry minister, 
been an enthusiastic propo- 
nent of the idea, which fea- 
tured in a government con- 
sultation document in 
March. It proposed introduc- 
ing an “error correction 
mechanism” which would 
pass on to consumers wind- 
fall profits caused by " spe- 
cific factors" outside compa- 
nies' control. 

But at the Insistence of thB 
prime minister's office the 
document Bald the govern- 
ment would also consider 


Labour has significantly 
scaled down plans for the 
reform of utility regulation 
developed in opposition, 
with senior government 
members acknowledging 
that many early problems 
have been ironed out 
But ministers are still 


offered no explanation for its 
decision, which followed a 
day and a halPs discussion. 

Gordon Brown, the chan- 
cellor of the exchequer, 
blamed the need for contin- 
ual high interest rates on 
excessive pay settlements. 
He said the economic slow- 
down was necessary and 
defended his decision to 
hand responsibility for rates 
to the Bank. 

“We are moving the Brit- 
ish economy team what has 
been an Inflation-prone, 
stop-go or boom-bust econ-. 
cony in every cycle we have 
seen in the past, to an econ- 
omy which is capable of sus- 
tained and consistent and 
steady growth,” he said. 

City of London economists 
had narrowly predicted that 
rates would remain on hold. 
Short-sterling futures con- 
tracts increased sharply fol- 
lowing the announcement, 
pricing in one more quarter- 
point rise by the end of the 
year. 

The pound rose 0.6 pfen- 
nigs to DM2.982. Analysts 
said it had been buoyed by 
expectations of a rate rise in 
coming months. 

The committee had to bal- 
ance evidence or weaker eco- 
nomic activity - even in the 
robust service sector - 
against that of inflationary 
pressure in average earnings 
growth. 

Ken Jackson, general sec- 
retary of the Amalgamated 
Engineering and Electrical 
Union, said the Bank had 
left thousands of factory jobs 
hanging in the wind by fail- 
ing to rule out farther rate 
increases. 

"The Bank has added to 
the climate of industrial 
uncertainty," he said. 
“Recent statistics show 
exports are falling, output is 
stagnant and the trade gap 


keen to examine ways of is growing, yet the Bank has 
using regulation to restrain left industry unable to plan 


directors’ pay. 

In the consultation docu- 
ment, the government pro- 
posed ensuring a "closer link 
between directors' remuner- 
ation and (he achievement of 
rigorous customer service 
standards". Bat the CBI has 
warned the government 
against giving regulators 
any direct role In executive 
pay- 

Lax, Page 20 


for the future.” 

Kate Barker, chief econo- 
mist at the Confederation of 
British Industry, the biggest 
employers' lobby, said the 
decision struck “the right 
balance between concerns 
over inflationary pressures 
in the labour market and 
mounting evidence that the 
economy is slowing signifi- 
cantly." 


Lex, Page 14 


NEWS DIGEST 

CANTRADE AFFAIR. 

Judge scorns appeal by 
jailed currency trader 

JaDed currency trader Robert Young was told by a Jersey 
Court of Appeal judge yesterday that he was lucky to receive 
a prison sentence of only four and a half years for a fraud that 
had *a damaging effect on puWe confidence in the standing 
of the offshore centre”. Wchard SouthweB said: “You were 
fortunate. The court could have Imposed a sentence of six 
years [as the prosecution had sought) and, had it done so. It 
would have been unlikely that an appeal would have suc- 
ceeded.” Dismissing Mr Young's appeal, Mr Southwell saw 
that there was no basis for reducing the sentence for what ho 
described as ‘a deer breach of trust" and “a calculated fraud 
over five years”. Eighty-four international investors lost SlOm 
In the currency deals parried out by 44-yaar-oW Mr Young 
through UBS subsidiary Cantrade Private Bank Switzertard 
(Cl). 

Mr Young reported that ho was making profits when he was 
Incurring big losses. Cantrade, which has so far paid out 
$3.5m In compensation, pleaded guilty to few charges of 
criminal recklessness and was fined £3m - the biggest fine 
ever imposed by a Jersey court PhBp Jetme, Jersey 

PENSION FUNDS 

Ethical investment law possible 

Pension funds could be forced to consider ethical and envi- 
ronmental Investment methods under proposals from John 
Denham, the pensions minister, last night He said he was 
“minded" to change the law to require company pension 
funds to tefl their members what their ‘ethical Investment" 
policies are. The government is also considering a stamp of 
ethical approval for pensions. Mr Denham terfd the UK Social 
Investment Forum that If he changed the rules, “my officials 
will monitor the effects of the change to seek evidence that all 
trustees are considering ethical investment”- The social secu- 
rity department said there was “no question” of the govern- 
ment forcing public sector pension schemes to invest a fixed 
quote of their funds “ethically", as in Sweden, Norway and 
Switzerland. ‘It would not be appropriate for a minster to 
advocate any form of investment strategy," the official In 
charge of developing the policy said. But he expects trustees 
to boycott many polluting businesses and other “unethteaT 
inve stm e n t s once they realise It is within the law. Most trust- 
ees believed it was illegal to take ethical c o i ws k leraMons into 
account. Janes Mackintosh and Jane Martinson, London 


PORT OF j-ONDON^ _ 

Warning on expansion potential 

Further expansion of the Port of London, the UK's busiest 
port, wifi be hampered unless steps are taken to protect vital 
sites along the river from housing and leisure development, 
the Port of London Authority said yesterday. The port handled 
43m tonnes of cargo last year, excluding aggregates and 
expects volumes to rise by 56 per cent to 67m tonnes In 
2020 . The port handles 10 per cent of total UK seaborne 
trade. Including aggregates, and provides direct and indirect 
employment for 37,000 people. It covers 150km of the tidal 
Thames from Teddlngton in west London to the sea, taking in 
large terminals such as Tilbury. It comprises a total of 110 
cargo terminals - of which only 78 we currently in operation 
- which handled 30,427 vessel arrivals and departures last 
year. 

"Die river is increasingly being seen as a backdrop for new 
developments, 0 the port authority said. “Riverside sites are 
being redeveloped for mainly residential, business and leisure 
uses. Charles Batchelor, London 


COMPETITION POLICY 

MPs rebel over Murdoch press 

The government suffered an embarrassing revolt over news- 
paper predatory pricing fin the House of Commons late on 
Monday as 23 MPs In the governing Labour party challenged 
the marketing strategy of Rupert Murdoch. Several senior 
Labour MPs defied government whips and backed an amend- 
ment designed to stem the power of Mr Murdoch. His papers 
include the Sun and News of the World - respectively the 
top-aetOng daily and Sunday papers - and The Timas. Voting 
on the amendment was 301 votes to 68, a government major- 
ity of 233. But It was the thlrd-largest backbench rebeBhn 
since Labour took office In May 1997. The rebel amendment 
called for a lower “significant ownership" threshold in the defi- 
nition of newspaper market do m ination to make it easier for 
competition authorities to investigate predatory pricing and 
fine offenders. Liam Haffigan and DavfU Wighton, London 


MILLENNIUM CELEBRATIONS 

Officials to examine dome use 


fmMTEKQjfflfW-l T ^^grv«nm mtyil 

Mil A tr fifr TTjPMS} fl PP*y “ ec ’“ e fo® mfflen- 
rStS-iL!?; mum dome’s use attar 2000 

UfiHDElfiWM AMJUSEU were announced yesterday by 
AS* A flBERVOR? Peter Mandeteon, minister 

v - r — without portfolio. He was 

^ appearing before the House 

J-g) of Commons culture commJt- 

tee for the first time since it 
1&/1 warned last December that 

XX/ J the £758m ($1.2bn) dome In 

JTa? j]m5f south-east London was a 
/-JutI “journey Into tire unknown”. 

\ Yesterday he assured the 

n T h - JWj MPs he knew where it would 

3 \ tf lead. He announced that a 

x. \ working party of officials had 

— ~ bean set up to examine the 

i'll‘IIIIUIllllllll|lllllltl|l|lH(|| structure's long-term use. It 

will make a preliminary report 
to the prime minister by the end of the month. There had 
been expressions of Interest in sport, leisure and co mm ercial 
uses for the dome, Mr Mandelson said, including a proposal 
by London First, the capital's private sector group, to turn It 
Into an international convention centra. Ministers wiB make no 
decision an b sale untti 2000, hoping fts value and potential 
wHl have become clearer. Brian Groom, London 
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Bus modernisation boosts vehicle sales 
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By Haig Simofriao, 

Motor Industry Carrespoodent 

Privatised operators 
modernising Britain's ageing 
buses helped push sales of 
new commercial vehicles up 
by 27 per cent to 25,171 last 
month. 

Bus sales Increased by 
nearly 36 per cent, raising 
registrations In the first six 
months of this year by more 
than 16 per cent to 2,476. 

The buoyant bus figures 
were one facet of a strong 
month for commercial 
vehicles, with sharp rises in 


every category. Registra- 
tions of trucks of more than 
3-5 tonnes jumped nearly 27 
per cent to 4,520. while sales 
of light commercial vehicles 
were up by more than 28 per 
cent to 7.03a Total commer- 
cial vehicle registrations in 
the first six months climbed 
by almost 13 per cent to 

149,532. 

The figures suggest con- 
tinuing buoyancy in the 
economy - despite the slow- 
down in manufacturing - 
and indicate business 
remains strong in truck- 
dependent sectors such as 


retailing and distribution. 
Manufacturers also painted 
to the tfiprMfifng number of 
.financial packages available 
to operators, many from tied 
financial service groups. 
Intense competition has also 
led to particularly keen pric- 
ing for many products. 

Use increase in bos sales, 
a feature of commercial 
vehicle registrations for 
some time, reflects the ven- 
erable age of Britain's bus 
fleet 

Some 65 per cent of the 
UK’s 79,000 buses are mare 
than 10 years old. 
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B USINESS L UNCH SIR CO LIN CHANDLER, VICKERS 

Arms and the 
manure expert 

Lucy Kellaway sips champagne with a 
chairman too busy to read or play tennis 


MANAGEMENT 


In my handbag is a 
card. On one side it 
says Sir Colin Chan- 
dler Chairman Vickers pic. 
On the other side the name 

of a garden compost has 
been written in a strong 
band in blue-black tny 

Sir Colin knows his 
manure. He and his wife 
own an original Gertrude 
Jekyii garden in Surrey, and 
there is nothing he likes 
more than shifting the muck 
from one terrace to another. 
Unfortunately, his other life 
as chairman of Vickers has 
been interfering recently. 
Since last September he has 
been so busy selling 
Rolls-Royce Motor Cars that 
he has had no time off at alL 

Yet the man who I bad 
lunch with at The Capital 
Hotel round the back of Har- 
rods looked lika someone for 
whom life was pretty easy. 
Tanned, friendly, and 
relaxed, he seemed intent on 
enjoying himself. 

“You spend a lot of time 
eating, so why not ma ke the 
most of it?" he said cheer- 
fully. “You know what I nor- 
mally have? A glass of cham- 
pagne. And if h goes well, 
and we want another - 
fine!" 

According to this system, 
the lunch did not go well: 
the prospect of a second 
glass was never mentioned. 
Yet Sir Colin showed no sign 
of finding the event tire- 
some. Far from it He settled 
into a series of anecdotes, 
each told with gusto. How 
some colleague was fooled 
into thinking that the vodka 
drunk on a business trip to 
Finland was wine. How one 
(well-known) ex-boss tried to 
ingratiate himself with a cli- 
ent by calling him by his 
first name, only he had got 


the name wrong. 

Some stories were f unni er 
than others, but all had one 
thing in common: the butt of 
the joke was always some- 
one else. But then it was per- 
fectly obvious, even on the 
briefest acquaintance, that 
Sir Colin would never have 
muddled someone's name. 
He is a superb salesman, 
good at judging his audi- 
ence. and particularly good 
at selling thi ngs to foreign- 
ers. The Rolls-Royce sale 
was the latest in a series of 
deals, the most famous being 
the multi -billion Al-Yama- 
mah arms sale to Saudi 
Arabia which he clinched 
when an secondment to the 
Ministry of Defence and for 
which he was knighted. 

So what was it like negoti- 
ating with VW and BMW? 

“Ya! Ze TchermansI” he 
said, in a stage accent, and 
laughed. This was delight- 
fully un-PC. but I wondered: 
was it wise? Does he speak 
German, I asked. No, was 
the answer, although he 
assured me he could say aus- 


As we sipped our cham- 
pagne, he told me the secret 
of being a good negotiator. 
"Be fairly humble" he said. 
“People will try to appeal to 
your ego. It Is disarming. 
You may be tempted to say 
things. You should not make 
too many emotional dis- 
plays. If you go over the top 
emotionally, you have to 
climb down." 

It is hard to imagine Sir 
Cohn ever going over the top 
emotionally. He seems a 
stranger to stress. Indeed, he 
cannot recall a time when he 
was ever under any. “I real- 
ise that it is a job,” he 
explained. “It is a profession. 
Something you are paid to 
do.” 

Sir Colin has recently 
spent some time acquiring 
self knowledge as a man- 
ager: he nnri his teem have 

just been through a corpo- 
rate group therapy session. 
“I personally didn't fmH it 
too bad,” he boasted, “but 
some colleagues did. We 
bared our souls to each 
other.” 

He proceeded to say some- 
thing that made me wonder 
how much of the team stuff 



SfrCodn: 1 never gat enough soituds. 1 want to stidk my feat up and read a book* Malcolm Watson 


‘The people who have disappointed 
me at work have not added value. 

I have said to them: 
i don’t need you. I can do that 1 


gezeichnet (excellent) and 
Dos ist nicht genug (that is 
not enough), both of which 
had apparently come in 
handy. Despite this language 
deficiency, one could imag- 
ine his counterparts looking 
into the clear blue eyes of 
this Englishman, and being 
inclined to believe what he 
said. 


had really rubbed off. “The 
people who have disap- 
pointed me at work have not 
added value. I have said to 
them: 1 don't need you. I can 
do that.” 

Is he finding it hard, I 
asked, having given up half 
of his job to Paul Buysse, the 
new Belgian chief executive? 
“Yes,” he admitted at once. 


but then insisted that the 
“chemistry” between them 
was excellent, and that they 
had firm rules on who does 
what. As he told it, it 
sounded as though he would 
remain in charge of all the 
fun bits, leaving Mr Buysse 
to get on with the nit- 
ty-gritty. 

The problem with his life, 
he suddenly said, is that he 
does not get any time on his 
own. “I never get enough 
solitude. I want to stick my 
feet up and read a book.” At 
the min ute, his only leisure 
is playing tennis at 7am an 
Fridays when his diary per- 
mits. 

He also would like to 
spend more time with his 
wife, who is not happy about 
how little she sees of him. 

“She moans a lot,” he said, 
still looking happy. “It's very 
healthy. If she stopped 
moaning. I'd start worrying 
and realise we've got the 
same milkman when we 
lived 25 miles away.” 

The same what? I asked. 


unable to believe I had heard 
right. 

“Milkman." he repeated. 

We both paused to admire 
an elegant dish of sea bass 
and black beans, and cagily I 
brought up the subject of Sir 
Dick Evans, the boss at Brit- 
ish Aerospace who heat Sir 
Colin to the top job there 
and who is supposed to be a 
lifelong rival 

“The great thing about 
Dick is that he has matured 
enormously. Enormously. It 
is pleasing, as British Aero- 
space is important to the 
nation." Sir Colin said, 
so unding more than a touch 
patronising 

“People don't believe this 
of me. When I a™ out of 
the MoD, I went to see Sir 
Raymond Lygo. He said: you 
are a candidate for chief 
executive. I said: I don't 
think so. You should go and 
hire Chris Hogg - cme of the 
big hitters. But no one 
believes me. They think I am 
power mad. 

“When Dick got the job, I 


told him Z couldn't work 
with him. He was very gra- 
cious. He said the difference 
between you and me is that l 
could work for you but you 
couldn't for me." 

He glanced at his watch, 
and said that he must get off 
to a meeting in the City. 

“That was good, wasn't it? 
Excellent!" he said swallow- 
ing the last of a dainty and 
delicious little summer des- 
sert “Well chosen!” he con- 
gratulated himself on bis 
fine choice of restaurant 

Does he enjoy talking to 
his shareholders, I asked. 

“Sometimes," he replied, 
and then corrected hims elf. 
“Look. I don't want to give 
you too many ambivalent 
answers,” which was 
strange, as in an hour and a 
half he had not given a 
single one. 

He got up to go. and out 
came his card and his foun- 
tain pen. In the manner of 
one trading secrets, he told 
me about the best manure 
in the world. 


MANAGEMENT INCREASING PRODUCTIVITY 


The inner voice’s successful sound 


’roductivity is not only about efficiency, theorist Richard Lester tells Victoria Griffith 




Everyone Is talking 
about the Goldilocks 
economy in the US - 
tow inflation, low unemploy- 
ment and a soaring stock 
market - but, according to 
management theorist Rich- 
ard Lester, companies will 
have to run their organisa- 
tions more intelligently if 
any of the gains are to be 
long-lasting. 

Low productivity growth, 
according to Professor Les- 
ter. is the tell-tale sign that 
most corporations are not 
managing up to par. Since 
the early 1970s. he argues. 
US productivity growth has 
been stuck in low gear, aver- 
aging about 1 per cent a 
year, compared with an aver- 
age of 2.3 per cent annually 
during the previous century. 
These numbers are the big- 
gest obstacle to a large 
improvement of the Ameri- 
can standard of living. There 
has been some reason for 
optimism during the past 
two years, but Prof Lester 
forecasts that productivity 
growth will stall unless com- 
panies change their ways. 

Improving companies' per- 


formance will not depend, he 
hays, on short-term effi- 
ciency gams such as down- 
sizing and inventory control. 
Corporations need instead to 
listen to their “inner voice" 
- their employees. 

Some of the themes in his 
book. The Productive Edge \ 
repeat those of the best- 
selling Mode in America he 
co-wrote with his colleagues 
from the Massachusetts 
Institute of Technology nine 
years ago. 

Prof Lester may have a 
harder time selling his par- 
ticular brand of pessimism 
this time. But his soft 
approach to corporate and 
public policy may sit more 
readily with managers 
whose main concern is 
attracting - not getting rid 
of - workers. Some years 
ago. “Chainsaw” A1 Dunlap’s 
hard -as- nails philosophy - 
which entailed massive lay- 
offs to improve efficiency - 
looked smart. Now, as Mr 
Dunlap's recent loss of his 
job as chief executive of Sun- 
beam indicates, acting ruth- 
less is out of fashion. 

“People tend to think that 


productivity is just effi- 
ciency,” says Prof Lester. 
“It's not. To get a large boost 
in productivity you need to 
do new thongs in new ways: 
find new markets, invent 
new products; in short, you 
need to be innovative." 

The MIT productivity 
expert recommends devolv- 
ing mare power to workers 
to unleash their innovative 
spirit. He points to cases 



Lester soft approach to poRcy 


such as General Motor's 
launch of the Saturn, which 
tuned out to be an enor- 
mously popular model. 

“The heart of the Saturn 
organisation is an experi- 
ment in labour-management 
cooperation that is unprece- 
dented in the modem his- 
tory of US industrial rela- 
tions." Prof Lester writes. 
“At every level of the corpo- 
ration, from the president on 
down, the local United Auto 
Workers Union is a full part- 
ner of management in deri- 
sion-making. The union, in 
effect, is co-managing the 
business." 

It is because of worker 
empowerment. Prof Lester 
argues, that the US manufac- 
turing sector has experi- 
enced a productivity surge 
this decade. During the past 
12 years, manufac turing has 
been the only bright spot in 
an otherwise lacklustre pro- 
ductivity scene. 

For worker empowerment 
to be effective, he argues, 
companies must carve out 
an identity that all employ- 
ees understand. Corpora- 
tions' “core beliefs" function 


as the glue that holds the 
organisation together, and 
direct workers’ movements, 
even when they are not 
given specific directions. 

“Corporate success is more 
likely to happen in compa- 
nies that have a deep convic- 
tion about something, it 
doesn't matter what it is, as 
long as it's strong and felt at 
all levels of the organisa- 
tion,” says Prof Lester. As 
proof, he cites a 1994 study 
by James Collins and Jerry 
Porras or Stanford Univer- 
sity, which argued that the 
greatest determinant of suc- 
cess for a corporation is its 
adherence to core values. 

One value must be fair- 
ness to its workforce. Prof 
Lester he says: “If employees 
don't feel some sense of 
security, they won't want to 
take risks, which is neces- 
sary to a company's being 
innovative." He does not 
foresee a return to lifetime 
employment, but points to 
humane ways of dealing 
with hard times. Levi 
Strauss, the jeans maker, 
took a soft approach when it 
laid off 6.000 workers last 
year. They were given eight 
months’ notice, three weeks' 


pay for each year worked, 
and $6,000 in benefits. 

Corporations, however, 
cannot be counted upon to 
provide the entire social 
cushion necessary for work- 
ers to operate in the new 
economy. The US govern- 
ment wfil have to step in, he 
believes, with a safety net 
This should include a good 
public education and trans- 
ferable health benefits. 

Prof Lester's arguments 
are not always convincing. 
The stories of Saturn and 
Levi's are inspiring, but 
sceptics may point out that 
neither General Motors nor 
Levi Strauss has been partic- 
ularly successful in recent 
years. Safety net questions 
are also difficult to come to 
terms with. In today’s buoy- 
ant US economy, many cor- 
porations seem willing to 
provide one. If employees 
truly need a support system, 
companies may be less will- 
ing to lend a helping hand. 

"The Productive Edge, pub- 
lished by W. W.Narton. $29.95. 
available from FT Bookshop. 
FreeCaU 0500 500 635 (UK) or 
+44 181 324 5511 (outside the 
OK). Free p&p in UK 



NORMA COHEN 

THE PROPERTY MARKET 


Return of the aggressive lenders 


There is a perception that there is far too much easy money now available to 
US real estate developers and that underwriting standards are slipping 


“Anyone who lived through 
file last cycle,” say the 
analysts at Green Street 
Advisors, the independent 
property share research 
company, “probably shares 
our view* that the term 
•disciplined lender' probably 
constitutes an oxymoron " 

The Newport Beach, 
California-based analysts, to 

their May 1998 "Heard on the 
Beach” newsletter, go on to 
detail alarming anecdotal 
evidence of far too much 
easy money available to US 
real estate developers. 

In particular, they note the 
explosion in issuance of 
commercial mortgage 
backed securities (CMBS), 
asset-backed bonds that 
have enabled borrowers to 
fix their costs Ions term and 
cut interest rates. New US 
CMBS issuance this year is 
projected to total $S0bn 
ififlOhnl. much larger than 


the $46bn in asset growth 
projected for the entire 
publicly traded property 
sector. 

“Lenders are paid to make 
loans,” Green Street says. 
“And when the loan officers 
whose bonuses are 
contingent on originations 
are given the green light to 
do business with developers, 
it is akin to bringing a keg of 
beer to a fraternity house.” 

Still worse. CMBS 
originators are far removed 
from the eventual investors 
who will buy the securities 
and all the potential 
watchdogs - rating agencies 
and investment banks - 
profit as issuance soars, 
making It unlikely that they 
will urge caution. Green 
Street notes. 

The Federal Reserve Bank, 
it seems, has similar 
concerns about the 
availability of loans to 


property, expressed in a 
more restrained fashion. 

In a report last week it 
concluded that there has 
been slippage in banks' loan 
underwriting standards. 

Although there was no 
“significant deterioration" in 
lending standards generally, 
the examiners concluded 
“there were particularly 
clear indications that pricing 
became more competitive 
between 1995 and 1997", 

The examiners, who 
looked at a wide variety of 
loans besides property 
credits, also found that 
lenders failed to consider 
“worst-case or downside 
projections”. 

The examiners looked at 
91 property loans at large US 

hant-s Amo ng tfipir finding *: 

were that in the past two 
years, the average size of a 
loan has increased; that 
Office-related property loans 


are more likely to be priced 
over the London interbank 
offered rate (Libor) rather 
than the much higher US 
prime lending rate; and 
origination and other fees on 
loans have fallen as well. 

However, the news was 
not all bad. The erosion in 
loan-to- value (LTV) ratios 
was somewhat offset by an 
Improvement in 
underwriting rigour. 

The Fed makes it clear 
that far more money is 
available to real estate than 
it was two years earlier. 

In the UK, where property 
prices have risen sharply, 
lenders are also aggressively 
seeking business. 

This week, a report 
commissioned by FPD 
Savins and conducted by De 
Monrfort University, 
Leicester, on UK commercial 
property lending, concluded 
that fierce competition in 


property lending has eroded 
margins and underwriting 
standards. 

The optimism pervading 
the UK property market in 
recent years, the report 
notes, “has translated into 
fierce competition between 
lending organisations which 
has seen the erosion of 

lending te pnc and r ekindl ed 
fears that a boom and bust 
scenario similar to that of 
the late 1980s is about to be 
repeated”. 

Bankers readily admit that 
the growing confidence in 
the property sector is 
spurring Competition to 
lend, and marg ins are 
eroding. 

“We are in a state of flux," 
notes one German banker. 

“A number of our loans have 
bee n refinanced at terms 
which we really could not 
match.” 

However, they say there 
are still no signs that credit 
is extended foolishly. 

“What is happening is that 


a lot of competition is 
eroding margins," says John 
Carrafiel, bead of European 
real estate at investment 
bank Morgan Stanley. “But 
they are not m aking reckless 
loans.” Mr Carrafiel argues 
that the US Fed is needlessly 
concerned about the rise 
in unsecured lending 
toReits. 

“These are operating 
companies and operating 
companies know how to 
borrow unsecured," he says. 
Reits should not be expected 
to borrow against their 
assets any more than other 
companies. 

Meanwhile, loan 
covenants, such as net 
interest coverage are as 
strong as ever, he says. 

But it is a sad feature of 
every property cycle that 
leaders eventually forget the 
lessons of the previous turn. 
Disciplined lending may too 
easily become tile oxymoron 
Green Street already 
suspects it to be, 


This way: 


SIEMENS 


In becoming the 
world's largest vendor 
of information and 
communication 
(l&C) technology, 
Siemens will be re- 
bundling its offerings 
effective Oct 1 1998. 
As data and commu- 
nication technologies 
continue to converge, 
server solutions will 
be taking on even 
greater importance 
in the future. 

The highly successful 
PRIMERGY, RM and 
BS2000 system lines 
will form the nucleus 
of the new "l&C 
Products" Group - 
they'll become the 
Siemens servers. 
The winning combina- 
tion of Siemens 
Nixdorfs expertise in 
enterprise computing 
and Siemens’ commu- 
nications know-how 
and global presence 
will make for leader- 
ship in the global 
competitive arena. 
Which will mean a 
new qualify of solu- 
tions and products for 
Siemens Nixdorf 
customers. 

For more 
information, call 
00 - 800 - 01109798 . 

Or visit our welisite at 
httptfwww. 
siemensnixdDit 
com/q&a 
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WORLD CUP 




Keep calm 
and cover 
all angles 

Tim Vickery on the Brazilian keeper set 
to complete his third World Cup finals 


Keeping goal for Braza in a 
World Cup is probably the 
most daunting job in sport 
There are few opportuni- 
ties to shine, but one slip 
can destroy the dreams of 
130m people. Barbosa, the 
keeper in the 1930 final, has 
never been forgiven for the 
two Uruguayan goals that 
cost Brazil the Cup. Manga 
had to leave the country 
after a poor performance 
meant a first-round elimina- 
tion in 1966. 

Taffarel knows all about 
this pressure. The hero of 
Tuesday night’s win over 
Holland Is now one game 
away from completing three 
World Cups; even so he has 
to take a deep breath before 
explaining how be copes. 

"It's a question of bal- 
ance." be says. "The funda- 
mental thing is to keep calm. 
A keeper must never get too 
excited when he has a good 
game, and can't let his he3d 
drop when he makes a mis- 
take." 

Brazil's number one has 
bad his temperament fully 
tested by prolonged exposure 
to both ends of the emo- 
tional scale. Hailed a decade 
ago as the golden-haired boy 
of Brazilian goalkeeping. 


Taffarel had an outstanding 
World Cop in 1990. A 
point-blank block from Mau- 
rice Johnston's last-minute 
strike ensured Scotland's 
elimination, and a flying 
save from a Diego Maradona 
free kick brought applause 
from the Argentine. 

Taffarel drew praise from 
no less a judge than Dr 
Henry Kissinger, who 
claimed that Brazil had at 
last found an outstanding 
goalkeeper. Yet a diplomat 
would describe the following 
few years as disappointing. 

Taffarel's move to Italian 
club football with Parma 
proved to be a frustrating 
experience. Only three for- 
eigners were allowed in the 
team, and because key play- 
ers included Thomas Brolin. 
Nestor Sensinl and Faustino 
Asprilla, Taffarel spent 
much of his tfmg sidelined. 

A compulsive trainer, the 
enforced inactivity seemed 
to take the edge off his 
game, and for a while his 
place in the USA 94 team 
was in jeopardy. In the event 
Taffarel fought off the chal- 
lenge of the erratic Zetti, and 
his calm assurance was cru- 
cial in the World Cup final 
against Italy. 
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After spending much of 
the game and the tourna- 
ment as a virtual spectator, 
be was finally called on to 
earn his money. His concen- 
tration held, and he pulled 
off vital saves both in the 
match and the penalty 
shoot-out. 

But even a World Cup win- 
ner’s medal was not enough 
to guarantee him a first- 
team place In Italy, and in 
1995 Taffarel returned to 
Brazil to join Atletico 
Mineiro. It was not a happy 
homecoming. Almost imme- 
diately he withdrew from the 
national team after the head 
of Brazil’s football associa- 
tion criticised his efforts in 
the Copa America. 

At the start of last year he 
announced his willingness to 
return, and coach Mario 
Zagallo had no hesitation in 
giving him his place back. 


It was a much criticised 
move, which seemed all the 
more bizarre a few months 
ago when Taffarel lost his 
dub place. The bright but 
complicated Emerson Leao, 
Brazil’s goalkeeper from the 
1970s, took over as Atletico 


z^ gati n made it clear that 
whatever happened at club 
level, Taffarel now 32. was 
Brazil’s first choice. What 
appeared to be perverse 
obstinacy now stands 
revealed as a masterstroke. 
Zagallo has always p l a ned 


‘A goalkeeper must never get too 
excited when he has a good 
game, and can’t let his head drop 
when he makes a mistake’ 


coach and dropped Taffarel 
for “technical deficiencies’'. 

All Brazil was palling for a 
new keeper, but Zagallo held 
firm. Not for nothing is Bra- 
zil's coach the only man 
involved in all four of their 
World Cup wins. 


high value on experience In 
a goalkeeper. When he took 
over as coach shortly before 
the 1970 World Cup he 
wasted no tinu» in confirm- 
ing the veteran Felix in goal 
over the promising young 
Leao. The rationale was that 


CLUBS HONOUR MAY NOT BE ENOUGH COMPENSATION FOR OFFICIALS BACK HOME 


Top assets in the shop window 


although Felix was not par- 
ticularly good, the occasion 
was unlikely to make him 
worse. 

Zagallo also has good rea- 
son to remember how the 
giant Dida buckled under 
the pressure of the 1996 
Olympics. 

Despite bis lack of height, 
the 5ft llin Taffarel has usu- 
ally come up big when it 
matters. He appears to grow 
with the responsibility. Hol- 
land’s Edwin van der Sar is 
the tallest keeper in the 
World Cup, but on Tuesday 
night Taffarel seemed even 
bigger. 

His calm “seen-it-all- 
before” demeanour has been 
even more important this 
year Brazil are fielding their 
weakest World Cup defence 
since iww. and without his 
sgrni-flnai saves the dream of 
the fifth win would be over. 


STATISTICS 


Now Taffarel stands on the 
verge of emulating Gfimar. 
Brazil’s World Cup winning 
keeper in both 1958 and 1962. 

The impression is that Taf- 
farel was not completely 
r»nflriPTrt about being in this 
position. Earlier this year he 
began te nting himself for a 
move abroad. England's 
West Ham showed an inter- 
est, but he eventually signed 
for Galatasaray of Turkey. 
Taffarel seemed very keen to 
get the deal done before Bra- 
zil's World Cup campaign 1 
unfolded. 

Ms market value would 
have risen after Tuesday's 
performance, but that was 
not a risk Taffarel was pre- 
pared to run. He appeared to 
be taking out an insurance 
policy against a possible fail- 
ure by B razil. 

As usual Brazil's keeper 
was covering all the angles. 


David Owen on the risks and rewards for 
the dubs with players at France 98 


The tension of the World 
Cup is bad enough if you are 
a fan. It must be worse for 
the chairmen of top clubs, 
whose most valuable assets 
are on display to the world 
and. hence, at risk. 

If all goes well these play- 
ers may star, enhance their 
value and attract more 
people to their clubs in the 
coming season. 

The London side Chelsea, 
for example, must be pleased 
with the World Cup perfor- 
mances of Its new signings - 
Brian Laudrup of Denmark 
and Marcel Desailly of 
France - although Spanish 
derender Albert Ferrer was 
less than impressive. 

But equally, they may 
flop, as Jaap Stain, Manches- 
ter United’s expensive new 
defender was in danger of 
doing before his excellent 
semi-final performance this 
week for Holland against 
Brazil. 

Still worse, they might get 
tnjured, like Alessandro 
Nesta of Lazio and Italy, or 
Winston Bogarde of Barce- 
lona and Holland. 

In fact, France 98 has been 
marred by mercifully few 
serious Injuries and clubs 
are no doubt grateful for the 
crackdown on tackles from 
behind, which was instigated 
by Fifa. the game's govern- 
ing body. 

But players inevitably pick 
up a variety of niggles and 
bruises in a tournament of 
such duration and intensity. 
Officials at Inter Milan must 
be following tbe saga of 
their star Brazilian striker 


Ronaldo's knee particularly 
closely. 

On one level, of course, 
clubs are pleased for their 
players to receive interna- 
tional recognition. 

“The club always thinks it 
is fantastic when players are 
chosen for the national 
team; it is an honour for the 
club." says an official at 
Ajax, the most successful 
Dutch team of recent times, 
which had players in the 
Nigerian and Danish squads 
at France 98, as well as in its 
national side. 

But even Ajax acknowl- 
edges this recognition has 
associated inconveniences. 
The official says 1996-97 was 
a terrible season for the 
club, partly because of the 
friction that affected the 
Dutch national squad partic- 
ipating in the 1996 European 
championship. 

An official at another lead- 
ing European club with sev- 
eral players on show at the 
World Cup is more blunt. 
“There cannot be many 
organisations that are will- 
ing to give up assets worth 
millions of pounds without 
getting anything back and 
with a chance they may 
come back damaged.” he 
says. 

Presumably the top people 
at this club would have pre- 
ferred it if its leading inter- 
national stars couid have 
spent the summer lying on a 
beach rather than plying 
their trade against the 
world's best In French soc- 
cer stadiums. 

Carlos Tusquets. a former 



Sidefeied: Alessandro Nesta of Italy waves for assistance after the 
Injury against Austria that put him out of the toixnament AP 


treasurer of Barcelona, the 
top Spanish club, suggests 
the World Cup may even be 
a mixed blessing for “buying 
clubs" such as Barcelona 
when players play well. This 
is because the tournament 
may “increase the price of 
the players they might want 
to buy”. 

On the other hand, the 
World Cup is “a shop win- 
dow” for tbe players at clubs 
such as Barcelona, which 
had individuals in several 
France 98 squads, including 
Brazil. Holland. Spain and 
Colombia. If the profile of 


such international stars is 
enhanced by the tourna- 
ment, organisations wishing 
to hire Barcelona for one-off 
matches might be prepared 
to pay more. 

Tusquets also says the 
level of performance of play- 
ers involved in the World 
Cup normally drops after the 
tournament. But “the 
requirements for training 
and non-official matches of 
the national team will 
diminish". 

By the same token, the 
players who have starred for 
their clubs in tbe previous 


season are not always the 
most impressive World Cup 
performers. Players from 
Real Madrid, tbe current 
European club champions, 
have on the whole disap- 
pointed in France 98, as 
underlined by Spam’s early 
exit. One exception to this 
rule has been Davor Suker, 
tbe Croatia striker, who has 
enjoyed a brilliant tourna- 
ment But Suker was often 
not in the Real Madrid 
starting 11 in the 1997-98 
season. 

• Clubs and agents also sug- 
gest that the World Cup is 
not the good oppo r t u nity for 
scouting out new talent that 
it once was. “You are too 
late when you are scouting 
at the World Cup.” says the 
Ajax official. “The under -21 
championships are where 
the scouts are. There are 
even more scouts than 
visitors." 

Jon Smith of First Artist, 
the UK’s biggest Fifia- 
Iicensed football agent, says 
clubs are more cautious than 
after the last World Cup In 
the CJS in 1994. “Four years 
ago. it was ‘Let’s just buy 
them'," he says. “Now 
people are a little more 
wary, saying 'let’s look 
beyond just what they did 
here’." 

In short, France 98 has 
done nothing to undermine 
the view that top club arid 
international football are 
becoming increasingly 
incompatible. How much 
longer will decision-makers 
at leading dubs be prepared 
to lay their most valuable 
assets an the line without 
adequate compensation? 


Batty scores 
on dribble rate 


Football has come late to 
statistics. Cricket had aver- 
ages when W.G. Grace was 
at the wicket and if the good 
doctor did not know his 
own, you can be sure some- 
one else did. Athletics has 
been in love with the num- 
bers game for years and 
American football was 
founded on tbe principle 
♦tint t her e Is no such thing 
as a list too many. 

In the past month, foot- 
ball has made a big effort to 
pnfa*h Tip. Enough statistics 
have been generated at 
France 98 to fin a library of 
Wisdens. But in the head- 
long charge for information, 
it has not always been the 
most useful data that have 
been thrown our way. 

Were you aware, for 
example, that David Batty 
had a 100 pm cent dribble 
rate In the England- 
Argentina game? Did even 
the Argentines know that? 
The figure can be found in 
the Carling Opta statistics 
for the match. There It is in 
black and white: David 
Batty, dribbles 1, possession 
lost 0, dribble success 100 
per cent. What a marvellous 
game be had - until that 
missed penalty, of course. 

Some figures are more 
intriguing, a few because 
they seem so unlikely. Can 
It really be true, as Carlins 
Opta states, that Argentina 
completed 497 passes suc- 
cessfully (from 587) during a 
game in which the compara- 
ble figure far England was a 
paltry 188 (from 264)? Joan 
Veron, not Arid Ortega, was 


statistically the pivoted 
Argentine, passing to a 
team-mate 89 times, while 
losing possession on only 12 
occasions. By contrast, the 
England player with the 
greatest number of passes 
was Paul luce, who was suc- 
cessful with 24 from 28. 

The “dynamic method” of 
analysis, found at the Softs- 
port web site (www.softs- 
port.ee) does not concern 
itself with numbers but with 
dots. Tbe dots Indicate 
where a player spends bis 
time during a game and is 
presumably for those people 
who cannot be bothered to 
watch the match. 

It Is not especially useful 
as regards England goal- 
keeper David Seaman, since 
all the dots, bar two, join up 
to make one big blob. But 
such analysis might have 
warned France before the 
semi-final against Croatia 
that Davor Suker does angle 
his runs from the right as 
wefl as the left. That could 
have saved 60m people 
about 60 seconds of anxiety 
before France equalised. 

Sadly, the one statistic 
that everybody would love 
to see is not being compiled. 
This index would show 
where each player’s shirt 
was pulled, who perpetr a ted 
the crime, at what point in 
the game and where on tee 
field ft happened. The 
results could be sent to Fifa 
and it might finally act to 
end the epidemic. Or not, as 
the case may be. 

Peter Nichols 


moves to 


his rivals 


There is rurthmg. worse than 
a family fallout, and -the 
feuding In the Fifa family - 
as world football's governing 
body Ukes to. call itself - 
when Sepp Blatter; was 
elected president last month 
was as bad as it gets. 

When Blatter was ques- 
tioned after his victory 
about allegations of electoral 
chicanery, he replied: “The 
match is over now.” ■ - ^ 

Yet as Blatter weU knows, * 
the game has only just 
begun. Yesterday's meeting 
of Fife's executive commit- 
9 tee - in effect its board of 
directors - with an agenda 
? dominated by administrative 

- reform, was tee first big test 

- Blatter and his right-hand 
T man Michel Platini have 
> been omnipresent tbrough- 
5 out France 98, working the 
1 corridors of the football 
5 elite's five-star hotels, press 
■ receptions and big-match 
l venues. Blatter's electoral 

- pitch was: “AH for Fife, Fife 
1 for alT, and he has been at 

- paisa to show that he is 
1 nmch more than a puppet of 

Jofto Havelange, tee former 
1 president who backed his r 
• candidacy. 

Behind tee public persona 
as the accessible face of the 
1 people’s game worldwide, 
Blatter's top priority Is to 
undermine the power that 
his defeated rival European 
football chief Lennart 
Johansson, wields on the 
executive. 

The numerical dominance 
of tee Europeans, with their 
allies in Africa and Asia, 
was seldom a problem for 
Havelange in characteristi- 
cally imperious style, he 
would simply ignore the 
executive if it moved against 
him. In this respect at least, 
Blatter is right when be says P*- 
hel&noiiavelanga clone. He 
win find H much more diffi- 
cult to intimidate the execu- 
tive, when more than half Its 
members probably did not 
support his election. 

TimripdlateTy after the poll 
Johansson’s Mtfl r st31 held 
a majority on the executive. 
There was even talk of an 
Inquiry into the circum- 
stances of theseccetbaBat-af — — 
Fife’s member federations. 

But as Blatterjmrked-tee^ - ■ 
corridors, holding private 
meetings witejqrm§r_qnpgfc.l 
nents, including Johansson 
himself, cracks began to 
appear in the anti-Blatter 
affiance. Going info y ester* - 
day's meeting, it was by no 
means certain that out of 24 
members, Johansson's 16- 
strong pre-election camp 
could be mobilised eu bloc in 
any challeng e to Blatter. 

The main agenda items 
reflected Blatter’s desire to 
reform Fife's structures in 
such a way as to consolidate 
his control over key deci- 
sions. The standing commit- 
tees are to be reviewed, and 
the terras of reference of the 
executive committee recon- 
sidered. 

A new, “permanent” exec- 
utive board will be consti- 
tuted - a small inner circle 
that will deal with most of 
Fife’s everyday business. 

This win rob the executive 
committee - the members of 
which are elected at regional 
level - of much of its consti- 
tutional power. 

John Sugden 
Alan Tomlinson 
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www.france98.com 


^^ver one billion bits since tbe beginning of immense proportions. So if you want to create and 
World Cup 1998! France98.com, designed and manage exponential growtk in your company, call us 
developed by EDS, is tbe most popular event related at 44-181-754-4822, or visit us at www.eds.com. And 
website in bistory. It’s just one more example of bow be sure to enjoy tbe official World " ~ ' 

EDS can help ite customers manage complexity of Cup 'Wbhsiteat www.bance98.com. 
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THE ARTS 


A new hero for the White Nights 


Valery Gergiev has given Prokofiev’s long 
lost opera fresh life, says Andrew Clark 


It is extraordinary that 
“early 50 years after his 
a major work by one 
of this century's great com- 
posers should remain almost 

completely unknown. Proko- 
fiev's opera Semyon Kotko is 
the work I have in mind. 

Based on a staUnigt 

novella by Valentin Katayev, 
it was composed tn 1339. first 
performed in Moscow in 1940 
and recorded, extremely 
poorly, by Melodiya in i960. 
Since then, this large-scale 
product of Prokofiev's matu- 
rity has fallen by the way- 
side. and the Soviet fervour 
of its choruses is hardly cal- 
culated to appeal to audi- 
ences today. 

So the concert perfor- 
mance conducted by Valery 
Gergiev at this year’s White 
Nights festival in St Peters- 
burg, was an experiment of 
unusual significance. Would 
the music be good enough to 
carry the embarrassing 
patriotism of the libretto? 
Does the opera have a palpa- 
ble integrity? Is it a work of 
genius? 

Influenced, no doubt, by 
the eloquence of the Mari- 


insky Theatre's orchestra, 
chorus and soloists, who 
learned the work at six 
weeks' notice but seemed to 
have it in their blood. I am 
tempted to answer “yes" to 
each question. A more con- 
sidered judgment must await 
the expected recording Grom 
Philips and a staging which 
Gergiev has promised for the 
near future, 

Semyon Kotko is an ideal 
festival project, and it 
brought the White Nights to 
a worthy climax. Gergiev is 
no stranger to Prokofiev's 
unfashionable scares: two 
years ago he created a stir in 
New York when he con- 
ducted the Cantata far the 
30th anniversary of the Octo- 


ago with War and Peace, but 
he was not aware of the 
potential of Semyon Kotko 
until Sviatoslav Richter, the 
pianist, recommended it 
shortly before his death. 
Semyon Kotko signalled a 
change of direction for Pro- 
kofiev. Having struggled in 
vain to get The Gambler and 
The Fiery Angel accepted iu 
the west, he adapted his 
principles and theories to 
suit Soviet arts policy. The 


tered Glinka's A Life for the 
Tsar will have a sense of 
drja-vu In Semyon Kotko. Set 
in Ukraine dining the post- 
revolutionary civil war, it 
tells of a Bolshevik peasant’s 
heroic resistance to black- 
hearted counter-revolution- 
aries and German insurgents 
- whose chief collaborator, 
Tkacheuko, is the wealthy 
father of the girl Semyon 
wants to marry. 

With three hours of music 


There is nothing formulaic about this 
score, least of all its use of accordion 
and sleigh bells, its suspense-laden 
string ostinatos, its brutish German 
caricatures and polyphonic chorales 


for a good 10 minutes after 
this act, such was Its over- 
whelming impact, and it's 
hard to see how the rest 
could be anything but an 
anti-climax. The ending 
might have been stronger if 
the hero had died (as In Glin- 
ka's opera), instead of sur- 
viving to witness the tri- 
umph of Bolshevism; but 
any notion of tinkering with 
the libretto to make it more 
“acceptable" - an idea aired 
by Gergiev after the perfor- 
mance - should be resisted. 

A semi-abstract staging 
could mask the gauebeness 
of the text. After all Semyon 
was defending the people 
against their reactionary 
overlords, an allegory for the 
most turbulent periods of 
Russian history. The only 
case for disregarding what 


bt r Revolution (tests by Prokofiev wrote lies in the 


Lenin. Stalin, Marx) at the 
Lincoln Center festival. His 
purpose with Semyon Kotko 
was the same - to demon- 
strate that Prokofiev's music 
overrides the political con- 
tent. and to underline that 
such works are part of Rus- 
sian history. 

Gergiev has championed 
Prokofiev's operas ever since 
his Mariinsky debut 20 years 


melodies were simpler, the 
subject-matter more folk-na- 
tionalistic. and the drama- 
turgy made use of blatant 
contrasts. Did this amount 
to a “deradi causing" or his 
style, as Opera Grove 
claims? All it reveals is Pro- 
kofiev’s underlying commit- 
ment to Russian classical 
tradition. 

Anyone who has en coun- 


cil vided into five acts, it is a 
large canvas. Its principal 
weakness is its broken- 
backed structure: everything 
is put into the shade by Act 
3. a deeply exhilarating cre- 
scendo describing the 
betrayal of Semyon and the 
□ ervous collapse this 
induces in his fiancee. 

The Petersburg audience 
was stamping and cheering 


choice of tempo: something 
more Quid than the prevail- 
ing moderate might lift the 
outer acts. 

Much of the melodic/har- 
monic material of Semyon 
Kotko - notably the gener- 
ous orchestral theme charac- 
terising the hero - comes 
from the same creative well 
as Romeo and Juliet, com- 
pleted a year earlier. More 


surprising ore the echoes of 
Ukrainian folksong and Rim- 
skyan comedy. There is 
nothing formulaic about this 
score, least of all its use of 
accordion and sleigh bells, 
its suspense-laden string 
ostinatos, its brutish Ger- 
man caricatures and poly- 
phonic chorales. 

The 40-minute central act 
is a law unto Itself: it has an 
epic, demonic quality which, 
whether Prokofiev intended 
it or not characterises Sta- 
linist terror as vividly as 
Shostakovich's most double- 
edged scores. Did Prokofiev 
write anything more compel- 
ling than the six-note t heme 
which acts as a motor for 
the whole act? Surrounded 
by a cackling trio of gossips. 
Semyon's fiancee, Sofia, 
sings a long, lament-like ari- 
oso, and when the theme is 
taken up repetitively by the 
chorus, she decorates it in a 
frenzy of psychological disin- 
tegration. It’s impossible to 
describe the impact. 

The parts simply leapt off 

the page. And it’s only when 
you encounter an opera with 
such a large cast that you 
grasp the depth of the com- 
pany's resources. Well-estab- 
lished singers like Mikhail 



Prokofiev's champion: Valery Gergiev takes the toad 


Kit and Alexander Morosov 
sang small parts. Viktor Lut- 
siuk. St Petersburg's Parsi- 
fal, was the radiant Semyon, 
Ta tiana Pavlovskaya a Sofia 

of touching innocence and 
searing intensity. 

Just as impressive were 
Feodor Kuznetsov's vividly 
acted Tkachenko and 
Evgeny Akimov’s Mikola, 


the naive young tenor who 
exgoys the opera's most lyri- 
cal music. Chorus and 
orchestra sounded formida- 
bly well-rehearsed, and Ger- 
giev brought the colours and 
edges of Prokofiev’s vast pal- 
ette into focus. Semyon 
Kotko Is an extraordinary 
story, and it deserves to be 
retold. 


Triumph over 
misery and 
complacency 


BALLET 

CLEM BNrir crisp 

Royal BaJIet/La Bayartre 
Cofiseum, London 


Had it not been for the presence of 
Irek Mukhamedov as the Indian 
warrior hero. Solor. the Rova] Bal- 
let's account of La Bayadere, 
which opened the company's sum- 
mer season at the Coliseum, would 
have been a miserable thing. The 
staging by Natalya Makarova is 
boldly conceived, everywhere intel- 
ligent in revising a treasure of the 
Petipa repertory, and vastly chal- 
lenging. 

Mukhamedov. by temperament 
and training, understands what the 
piece is about, what its conven- 
tions imply, how its emotions may 
be exposed. By dramatic power as 
compelling as the physical force of 
his dancing, he fleshes out a role 
which is. in its caddish indecisions, 
as shifting in its emotional ground 
as that of Albrecht in Giselle (of 
which he is the finest interpreter I 
have seen). He understands how 
we may be made to know Solor's 
crisis - loving a temple dancer and 
having sworn over a holy fire to be 
true to her, he must bow to social 
pressure and wed a Rajah's daugh- 
ter. The progress or the ballet is. as 
Russians know, a matter of crime 
and punishment, and Makarova, 
wisely, restored the long-aban- 
doned last act which rounds out 
the tale by crushing the wicked 
amid tbe ruins of a temple, and 
uniting Solor and his beloved 
Nikiya in eternity. 

So Mukhamedov plays every 
moment with utter sincerity, never 
relying upon the stock or predict- 
able emotion, weighting the least 
gesture so it resonates over the 
stage and fills out every pose. He 
defines both feeling and the central 
Eact of the character in this way. 
and we retain images of noble 
pride or agonised remorse: sum- 


moning a servant, the heroic 
phrase shaped by his arm reaches 
to the furthest reaches of the thea- 
tre; haunted by the shade of his 
beloved, the arcs described by his 
dancing are massive in outline as 
in muscular pulse. Of course, the 
piece is conventional. Mukham- 
edov renews each and every pre- 
dictable attitude, and Solor lives. 

He was. Indeed, the only partici- 
pant in this otherwise under-pow- 
ered performance who showed that 
La Bayadere is a fascinating work 
of art rather than a stall displaying 
shoddy Indian bric-a-brac. Viviana 
Durante’s view of Nikiya, is thin in 
tone, uncommunicative. Deborah 
Bull's view of Gamzattl, the 
Rajah's daughter, is coarsely done. 


Mukhamedov renews 
each and every 
predictable attitude, 
and Solor lives 


and offers complacency rather than 
passion. Neither performer made 
anything of the great emotional 
scene when they fight - and fight 
they do, with every emotional 
weapon to hand and a dagger - for 
Solor's love. 

The grand display of classical 
bravura which ends Makarova's 
first act - Petipa pulling out all tbe 
stops - was frightfully dainty, fear- 
fully nice, and looked as if it bad 
been left out in the rain all night. 
The six male dancers involved 
flapped and bamboozled their way 
through dances which demand 
exact and brilliant technique. The 
cascade of Shades in the night 
scene were well-drilled, and res- 
cued the Royal Ballet's name from 
dishonour. The conductor Valerii 
Ovsinnikov. from the Kirov Thea- 
tre. made much of the score. 


Continues in repertory. 



Challenging: Deborah Bull and Irek Mukhamedov in Tjs Bayad&re' 


On the sunny 
side of the 
bleak songs 


Faces have been growing 
ever longer in pop music 
lately. While record compa- 
nies fret about failing sales, 
the Ukes of Massive Attack, 
Radiohead and Pulp have 
been refining an increas- 
ingly dark and troubled 
sound. The trend is best 
exemplified by The Verve’s 
Richard Ashcroft: the 

bruised romanticism of his 
lyrics is in stark contrast to 
the swaggering chiipiness of 
previous Britpop standards. 

Desireless, the debut 
album of Eagle-Eye Cherry, 
a native of Sweden who 
spent his formative years in 
New York, chimes well with 
that mood. 

A cursory glance at the 
song titles provides warning 
enough of tire gloominess in 
store: “Permanent Tears", 
"Worried Eyes", “Shooting 
Up In Vain" and “Comatose 
(In The Anns Of Slumber)” 
are among tracks that prom- 
ise a journey along the 
bleaker side of the emotional 
spectrum. 

It is an impression given 
more credence by the lyrics 
themselves; even when turn- 
ing his attention to affairs of 
the heart on “Falling in Love 
Again", Cherry opens with 
the morose observation: Tm 
so tired of falling in love/ 
Finding it easier to fall out/ 
Can't deny it”. 

But however glum the lyr- 
ics. Cherry’s music insis- 
tently takes the saccharine 
side of the bittersweet sym- 
phonies practised by the pop 
miserabilists. Desireless is 
Composed of an HnnfiKnming , 
folk-tinged acoustic pop that 
revels In melodic choruses 
and smooth vocals. It will 
not rock the boat; however 
much lyrical undercurrents 
ma y tug, it remains cheer- 


fully buoyant on a main- 
stream musical sound. 

There is nothing wrong 
with tbe formulaic when the 
formula works well - and 
Desireless does contain 
Instances when Cherry's 
atms achieve fruition. “Wor- 
ried Eyes”, a duet with his 
sister Titiyo, strolls along a 
laldback drum beat, overlaid 
delightfully by strings and 
slide guitar; “Comatose (In 
The Arms Of Slumber)" 
beguiles with its mixture of 
hammond organ and acous- 
tic guitar; the title track, 
written by his father, jazz 
trumpeter Don Cherry, 
handsomely affiliates the lat- 
ter’s experimental Ism with 
Eagle-Eye’s more typical 

melodiousness. 

Generally, though, Desire- 
less suffers from an excess of 
familiarity. Songs rework 
tbe same gentle harmonies, 
while choruses swell at iden- 
tical tempos: the music set- 
tles for a predictability that 
struggles to engage the 
attention at any meaningful 
level. These songs will 
doubtless be heard in shops 
and cafos, but this is an 
appeal that shirks the down- 
beat challenges posed by 
Cherry's lyrics. 

These innocuous tunes, 
then, cannot bear the freight 
of their weighty subject mat- 
ter. Drug addiction, mortal- 
ity and thwarted love are 
among Eagle-Eye Cherry’s 
concerns; but the incongru- 
ously pedestrian pop at best 
negates them, and at worst 
reduces them to banalities. 
Though not of the genre, 
Desireless ultimately makes 
easy listening of uncomfort- 
able themes. 

Ludovic Hunter-Tilney 


INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 

EXHIBITIONS 

Rflksmuseum 

Tel: 31-20-673 2121 
Drawings from the Golden Age; 

special display of 1 00 1 7th ceniury 
Dutch drawings. Highlights include 
the first landscapes by artists such 
as Visscher, Van der Velde and 
Van Gogen; to Jul 1? 

Stedefiik Museum 
Tot 31-20-5732911 
www.stedehjk.nl 

Katharina Sieverding Retrospective 
1967-199": major display of 
photographic works by the German 
artist to Jul 12 


BRUSSELS 

DANCE 
La Monne/e 

Tel: 32-2-229 1211 
Ballet Frankfurt: in works by 
choreographer William Forsyme; 
JullO, 11, 12 


BUDAPEST 

exhibitions 

Hungarian National Gallery, Buda 


Castle 

Tel: 36-1-375 7533 

Jocsef Rippf-Ronai: retrospective 

of the Hungarian 

post- Impressionist, comprising 250 
works. Includes decorative art 
objects and personal photographs 
and tetters as well as paintings 
loaned by private collectors and 
museums: then transferring to 
Saint-Germain-en-Laye near Paris; 
to Sep 6 

Museum of Applied Arts 

Tel: 36-1-217 5222 
Z sol nay; Art Nouveau Ceramics. 
Display of 200 objects made 
between 1897 and 1918 at the 
family-owned Zsolnay factory in 
Pecs. Includes goblets, vases and 
other objects. The museum itself, 
opened in 1896, ts itself decorated 
with Zsolnay pyrocyanite; to 
Sep 2" 


EDINBURGH 

EXHIBITION 

Scottish National Portrait GaBery 

Tel: 44-131-624 6200 
The Winter Queen: The Life of 
Elizabeth of Bohemia. Includes 
around 50 paintings, plus a 
selection of engravings and 
medals; from Jul 10 to Oct 4 


GLIMMERGLASS 

OPERA 

Alice Busch Opera Theater, 
Cooperstown 
Tel: 1-607-547 2255 
• Falstaff: by VerdL New 
production directed by Leon Major 
with sets and costumes by John 
Conklin. Conducted by George 
Manahan. Cast includes Kevin 


G la via Stephen Powell and Amy 
Burton; Jul 11 

• Tosca: by Puccini. New staging 
by the team responsible for last 
year's Madama Butterfly: director 
Marc Lamos. set designer Michael 
Yeargan. costume designer 
Constance Hoffman, lighting 
designer Robert Wlerzel and 
conductor Stewart Robertson: 

Jul 12 


GLYNDEBOURNE 

OPERA 

Gtyndeboume Festival Opera 
Tel: 44-1273-815 OOO 
9 Rodelinda: by Handel. New 
production directed by Jean-Marie 
Villager. with sets by Nicolas de 
Lajartre and Pascale Gazales. With 
the Orchestra of the Age of 
EnBghtenment conducted by 
William Christie: Jul 12. 14 
• Simon Boccartegra: by Verdi. 
New production conducted by 
Marie Elder in a staging by Peter 
Hall. With the London Philharmonic 
Orchestra. The title role is sung by 
Elena Prakma; Jul 1 1 


GRAZ 

DANCE 

Opernhaus 

Tel: 42-216-80080 
Kirov Ballet in a three-week 
season. Performances include a 
Foktne evening (Jul 10), La 
Bayadere (Jul 1 1), The Sleeping 
Beauty (Jul 12, 13) and Swan Lake 
(Jul 14) 16 


KARLOVY VARY 

Karlovy Vary International Film 
Festival 


Tel: 420-17-321 2204 
Karlovy Vary Internationa! Rim 
Festival: the elegant west 
Bohemian spa town formerly 
known as Carlsbad Is taken over 
by the biggest film festival in 
central Europe on the centenary of 
the birth of Czech film-making. 
There will be competitions for films 
and documentaries, showings of 
new films from the former Socialist 
bloc and a retrospective on Czech 
animation. For accommodation 
information call 420-17-321 
2525-7; to Jul 11 


LONDON 

CONCERTS 
Barbican Han 
Tel: 44-171-638 8891 
Carmen: by Bizet. Sir Colin Davis 
conducts the London Symphony 
Orchestra in a concert 
performance, with soloists 
including Olga Borodina and Jos6 
Cura; Jul 12, 15 


MILAN 

OPERA 

Teatiro alia Scata 
Tel: 39-02-88791 

wwwJascata. mllana.it 

Lucrezia Borgia: by Donizetti. 
Conducted by Gtenlulgi Gelmetti in 
a staging by Hugo De Ana Casts 
vary, look out for Ren6e Fleming; 
Jul 11, 13, 14, 16 


MUNICH 

CONCERTS 
Phihannonle Gasteig 
Tel: 49-89-5481 8181 
Munich Philharmonic Orchestra: 
conducted by Jun Mdrid In works 


by Brahms, Mahler and 
Schoenberg. With soloist Barbara 
Hendricks: Jul 13, 14, 15, 16 


OTTAWA 

EXHIBITION 

National Gallery of Canada 
Tel: 7-678-990 7985 
Picasso: 100 works on loan from 
the Museum of Modem Art in New 
York. Spanning his career, the 
broadty dvonologrcal display 
includes paintings, drawings, prints 
and sculptures: to Jul 12 


SAN FRANCISCO 

CONCERTS 
Davies Symphony Hafl 
Tet 1-415-864 0000 
www.stsymphony.org 

• San Francisco Symphony and 
Chorus: conducted by Nicholas 
McGegan in Beethoven’s Ninth 
Symphony and Plano Concerto No. 
2, with piano soloist Anton Nel; 
JuilO 

• San Francisco Symphony 
Orchestra: conducted by Gerard 
Schwarz in a programme of French 
works including Sarasate’s Carmen 
Fantasy and Chabrier’s Esparia. 
With violin soloist Elmar Oliveira; 
Jul 16 


SANTA FE 

OPERA 

Santa Fe Opera 
Tet 1-505-986 5900 
wwwAantofoopora.org 
9 Madama Butterfly; by PuccinL 
John Crosby conducts a 
production directed by John 
Copley; Jut 10 

• The Magic Ruts: by MazarL 


New production by Jonathan 
Miller, with sets by Roni Toren and 
costumes by Judy Levin. Cast 
includes Sheri Greenawald; 

Jul 11. 15 


SCHLESWIG- 

HOLSTEIN 

CONCERTS 

ScMwwig-Holstaln Music 
Festival 

Tel: 49-431-567 080 
NDR-Sinfonieofchester: conducted 
by GQrtter Wand In Bruckner’s 
Symphony No. 5; LGbeck. Musik- 
und Kong reshape; Jul 10, 11 


STUTTGART 

OPERA 

Stastsoper Stuttgart 

Tel: 49-711-202090 
9 Aldrta: by Handel. New 
production by Jossi Wider and 
Sergio Morabtto, conducted by 
Alan Hacker, with designs by Anna 
Vlebrock; JuliO 
• Tosca: by Puccini. New 
production by WlHy Decker, 
conducted by Lothar Zagrosek 
with designs by Wolfgang 
Gussmann; Jul 14 


THE HAGUE 
exhibitions 
L ange Voorhout 
Tel: 31-70-364 5784 
The Hague Sculpture 98: outdoor 
exhfoltiai of more than 50 works 
by sculptors induting Rodin, 
Maillol, Colder, Moore, Bourgeois 
and Tinguely. A modem sculpture 
show at Hat Paiete Museum Is 
showing « the same time; to 


Jul 14 


VERONA 

OPERA 

Arana di Verona 
Tet 39-045-800 5151 
lln Balk) in Maschera: by Verdi 
New production by GJuliano 
Montaldo; Jul 11 


YOKOHAMA 

exhibition 

Sogo Museum of Art 
Tet 87-45-465 2367 
Aubrey Beardsley: more than 200 
drawings, prints, posters and 
books; to Jul 20 


TV AND RADIO 

9 WORLD SERVICE 

BBC World Service ratio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday. GMT: 

°6-30: MoneyBne with Lou Dobbs 
13U0: Business Asia 
1830: Work/ Business Today 
2SLOO: World Business Today 
Update 

• Business/Marftet Reports: 

05:07; 06HJ7; 07:07; 08 20; 0920- 
1020; 11:20; 11:32; 1220; I3^r^ 
1420. ^ 

At 0820 Tanya Beckett of FTTV 
reports five from LUTE as the 
London market opens. 
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PHILIP STEPHENS 


Court of King T ony 

Accusations of influence peddling within the Labour party are hardly a 
crisis for UK democracy, but Blair must learn from the onslaught 


William Hague's 
Conservatives rouse 
themselves into red-raced 
rage. The Speaker of the 
House or Commons splutters 
in indignation. New 
Labour's .Armani-suited 
lobbyists, says the latest 
item on the charge sheet, are 
extracting extortionate fees 
for a mere peek into the 
court of King Tony. 

There is worse. The 
government is contemptuous 
of Lhe dignity of parliament 
Tony Blair is never there. 
Latterday Cromwells from 
the Old Labour left mount 
the balustrades to defend 
I. 1 X 1 O years of capitalist 
history- The media fill their 
ammunition pouches. 
Sensitive documents have 
been selectively leaked, the 
press wails, even as it fights 
for favours on the doorstep 
of 10 Downing Street. 

Thus has Mr Blair's 
government, we are told, 
trampled on the fragile 
blooms or British democracy. 
The Tories may have been a 
touch sleazy. The odd former 
cabinet minister may stand 
accused of perjury', 
parliamentary questions j 
may have been sold for cash. 
But Mr Blair, with his huge 
majority, has turned 
populism into tyranny'. 

The nation, we read on. is 
ruled by a charmed circle of 
courtiers (IT. it is said) 
formed tightly round the 
leader. Offend any one of 
them and you are an enemy. 

As for the proud and ancient 
traditions of the Commons, 
who cares" Mr Blair makes 
the rules in Cool Britannia. 

Some of you. f suspect, 
may be a little puzzled as to 
how this week's story of 
influence peddling by New 
Labour lobbyists has become 
a crisis of democracy. One 
might see some guilt by 
association with the boastful 
young men who. having 
served the party in 
opposition, now want to turn 


a buck by opening doors 
along the corridors of power. 
But no charges have been 
laid against ministers. 

A certain bibulous 
carelessness at a cocktail 
party is the comically dire 
offence of which Roger 
Lidrtle. a senior member of 
Mr Blair's policy unit, stands 
accused. As to who leaked 
confidential copies of Lhe 
government's defence 
review, even the recipients 
confess to being mystified. 

And yet if events this 
week have been overblown, 
they have damaged Mr Blair. 
The prime minister has 
denounced his critics for 
smear tactics, but he is 
taking notice of the force of 
the onslaught on the probity 
of his administration. The 
you-know-us-we-are-honest 
defence that saw him 
through earlier scrapes has 
not worked this time. 

.And while the voters are 
supremely uninterested in 
the minutiae that so obsess 
the political classes, some of 
the mud will stick. The 
nation lauds strong 
leadership. But, as Margaret 
Thatcher discovered, it must 
not be seen as over-mighty. 

So beneath the clatter of 
insults hurled and returned, 
there are lessons to be 
learnt. They are mostly 
about attitude, about 
perceptions rather than 
policy. For a party that has 
so prospered from its 
presentational skills, they 
are important for that 
Some in Mr Blair's 
administration have yet to 
learn the manners of 
governing. After so long in 
the wilderness, politics 
became nothing so much as 
the pursuit of power. To be 
ruthless was to win. 

Discipline and order counted 
above good behaviour. In 
opposition, policy and its 
presentation were also nec- 
essarily Indistinguishable. 
Government imposes 


unfamiliar constraints and 
demands different talents. 
There are rules and codes to 
be observed. There is proper 
scrutiny. Power is more 
diffuse. The Whitehall 
machine does not like 
decision-making by caucus. 
Policies, above all, must be 
delivered as well as 
presented. That sometimes 
demands consensus, a 
synonym for weakness in 
New Labour's dictionary. 

We should not generalise 
here. Many of the dozens of 
(mostly youngj aides 
brought into government by 
New Labour are among the 
most serious-minded of their 
generation. Too serious. I 
sometimes think when I 
listen to their discourses on 
Mr Blair's third way. Time 
will settle their inexperience. 

Others among them, 
though, are still intoxicated 
by the experience of power. 
They have stormed the 
citadel. Now they will enjoy 
the spoils. Politics, in this 
mindset, is about winning. 
What counts is not the 
policy but that their master 
or mistress is judged to have 
emerged triumphant from 
the process. 

Here is the attitude that 
friels the endless stories of 
enmity between Mr Blair 
and Gordon Brown, his 
chancellor. Beyond the 
jostling and jealousies of all 
politicians at this level, 
there is nothing in their 
relationship that preordains 
its eventual destruction. The 
closeness is attested to by 
every independent observer 
of their almost daily 
meetings. This week the two 
have sat side by side in 
Downing Street as Mr Blair 
has brokered the deals with 
spending ministers that will 
deliver the government’s 
target 

This is not the picture that 
emerges from the acolytes. I 
have given up counting bow 
many times I have been told 


of the flaws of the one by the 
friends of the other. And 
each time one wonders why 
they have not acted more 
decisively to rein in those 
who claim to speak for them. 
The answer, I suppose, is 
that, while they trust each 
other, neither trusts the 
other’s camp followers. 

It is the same addiction to 
the politics of personality 
that brings to public notice 
the intense mutual hostility 
between Mr Brown and 
Peter Mandelson. The latter 
is soon to be promoted by Mr 
Blair to the role of 
strategist-in-chief. Mr 
Brown, it is whispered 
(though the chancellor 
himself disclaims this), 
intends even now to block or 
wreck the plan. 

Mr Blair has had some 
success in standing above 
the fray. His refrain when 
the question Is asked is that 
the real world of the 
economy, health, education 
and welfare will shape the 
fortunes of his government. 
Yet. inevitably, he is 
touched by the factionalism. 

It treats government as a 
private fiefdom to be 
scrapped over by New 
Labour’s barons. It seeks to 
deny the undeniable link 
between personal 
relationships and good 
decision-making. (Those who 
would argue otherwise need 
to look at the chaos that now 
reigns in the cabinet's 
welfare reform committee.) 
Most dangerously, though, it 
is taken as proof of hubris. 

For this reason alone Mr 
Blair should be careful of his 
majority. One does not have 
to bow before the puffed-up 



A German form not so easy to eliminate 



From Mr Michael EUts. 

Sir. Your report from 
Frankfurt. “Parents drop 
grammar suit" (July 8), 
states: “The parents of two 


changes, and finishes by misconception. In fact the 
talking of the reform **e limi - beta s will still be with us, 
nating the ‘beta s’ which though the simplification of 
stands for a double s". the roles will make its occur- 

First. a few changes to rence less frequent. Of 


to DOW oeiore tne punea-up stales: ine pareuua ui twu a nn w A 1 

pomposity or those who now school-age children have spelling and punctuation can course, the Swiss dispensed A 1*631 WOITV 
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declare themselves tribunes 
of the people to agree that 
closer attention might be 
paid to the sensitivities of 
parliament. No harm comes 
from generosity. 

And yet I cannot escape 
the feeling that those 
paddling this week in the 
murky shallows of British 
politics have missed its 
deeper undercurrents. The 
great irony in all this is that 
power is indeed ebbing from 
Westminster. Within a few 
years a trickle will become a 
flood But it is not flowing 
towards Downing Street. 
Instead constitutional 
reform, as we see already 
from the rising fortunes of 
the nationalists in Scotland, 
is returning it to the people. 
King Tony can have no heir. 


withdrawn their lawsuit 
against changes in German 
grammar just one week 
before the constitutional 
court was to rule on it" It 
refers several times to 
“grammar" reforms or 


hardly be railed a grammar 
reform. Second, those not 
fortunate enough to possess 
a German keyboard should 
not start rejoicing yet. The 
alleged elimination of the 
beta s seems to be a popular 


with it some time ago, but 
they are known for their rev- 
olutionary attitudes. 

MTMiari Ellis, 
Hobert-Koch-Strasse 3, 

90766 Fuerth. Germany 


Objective the same - but means to end differ 


From Ms Uznbeth Herzog. 

Sir, 1 strongly object to the 
characterisation by Avi 
Machlis of supporters of the 
radio station Arutz Sheva as 
"anti-peace” ("Netanyahu 
turns up the volume of 
Jewish settlers’ pirate 


radio", June 27}.' 

All Israelis want peace 
whether they are on the left 
or right of the political spec- 
trum. We only differ in 
the means to achieve it. 
Those on the right believe 
that Chamberlain-style 


appeasement win result not 
In peace, but rather in 
destruction. 

Lizabeth Herzog, 

7 Diskin, 

Jerusalem 96440, 

Israel 


From Mr John Pitts. 

Sir. While applauding the 
move by the London and 
German stock exchanges to 
forge an alliance, and agree- 
ing with the comments in 
your leader ("A sensible 
Exchange”, July 8), Z have 
one nagging thought. This 
seems to indicate that our 
stockbrokers are wiser than 
our politicians. Should this 
worry us? 

John Pitts, 

Hall Garth House, 

Carthorpe, 

Bedale DL8 2LD, UK 


BUSINESSES FOR SALE 


PIRAEUS FINANCE 

FINANCIAL AND CONSULTANCY SERVICES S -A 

ANNOUNCEMENT 

FOR EXPRESSIONS OF INTEREST IN PURCHASING THE TOTAL ASSETS OF 
-INTERNATIONAL CLOTHING INDUSTRY S.A." NOW UNDER SPECIAL LIQUIDATION 

PIRAEUS FINANCE S.A. i established in Athens at 20 Amalias and 5 Souri Stmt) in its capacity as special liquidator of 
INTERNATIONAL CLOTHING INDUSTRY S.A. (established in Athens at 64 Vass. Sophias Avenue.) which has been placed under 
special liquidation as per article 4ha of Law 1892/90 by Decisions No. 6647/10.7.79 and 9767/27.11.97 of the Athens Coun of Appeal 

INVITES 

interested parties to express their interest in purchasing the assets, as a whole, of INTERNATIONAL CLOTHING INDUSTRY SA. 
by suhmiuiny within twenty (20) days from today a written, non-binding expression of interest. 

Summery Data on the Company under Liquidation 

The ivmpony under liquidation was established in 1 973 for the manufacture and sale of clothing and woven materials of all types, the 
representation in Greece of kindred enterprises, participation in other enterprises, etc. Within the framework of its objectives, the 
company established, in the Thuria district of the prefecture of Messinia. a modem factory producing ready-made clothing. This factory 
ceased functioning on a regular basis from the beginning of 1997. Since (996. the company has been facing financial problems and 
finally, following an application hy its creditors, it was placed under special liquidation through the above-mentioned decisions of (be 
Athens Court of Appeal. 

Summary Data on the Assets for Sale 

included among the assets ot the Company under liquidation are: 

■ A complete factory complex for the production of ready-made clothing in the Thuria district of the prefecture of Messinia. built on a 
pint measuring 2 I.KU5 nr in any (surface area of the building installations is about 10 . 10 Q m 7 )- 

* Building complex (warehouses, offices, etc.l built on a firsi and second level lotafling about 4.718 m-' in area, on a plot of about 
q - Sl '2.20 nr in the real estate district of the community of Pallini. Attica. On die third level of die above, a half-finished building, 

2.058 m in area, has been erected, the building of which was imemipted in 1996. 

* Independently owned offices which occupy the entire 4th floor (total area: 524 nr) of (he apartment building at 64 Vass, Sophia Ave. 

* Indivisible ownership of '/ : of the independently owned offices which occupy the fifth floor (total area 524 nr 1 of the above apartment 
building. 

■ Indivisible ownership of V: of the plot of land totalling 9fl9 nr (with the old building on lit lying m the real estate area of the 
Community ol Lchainon. Ilia. 

■ Indivisible ownership of V»of 3 agricultural plots totalling about 1 6.000 nr. in the district of die Community of Oreon, Euboea, os well 
as indiusible ownership of -/»o t a plot of about 500 nr (with the old building on it) lying within the settlement of the above Community. 

■ Claims and stocks ot raw materials and finished products as well as the “A ME RICA NINO" erode mark (in all the countries of the 
world except Greece. Cyprus. Japan. China. Hong Kong. Indonesia and South America), etc. 

■ A detailed description of the above data, as well of other remaining assets, is contained in the offering memorandum which is available 
to prospective buyers. 

Sale Procedure 

ta ^ c pfavt-' by Public Auction to the Highest Bidder in accordance with the provisions of article 46a of Law 1 892/90 and 
the tennis ol the relative announcement of the auction which will be published in the same newspapers and within the time limits 
pioscnfc.'d hy law. 

1 Prospective buyers, on signururc of a confidential ity agreement, may receive the offering memorandum within the legal time limits. 

.Also, they may obtain supplementary information and data and may visit the premises of the Company under liquidation. 

Submission of Expressions of Interest 

■ For the submission ol expressions of interest as well as for supplementary information, prospective buyers may apply to the liquidator 

PIRAEUS Finance, Financial and Consultancy SJL, 

20 Amalias and 5 Soutu Streets. 10S 57 Athens. Greece. 

Tel. (301) 3335647, Fax: (301) 3335699, 
and at 64 Vass. Sohuas Street, 115 28 Athens, Greece. 

Tel (30 1 f 72] 7917, Fax: (301 1 7 293 259. 


Number One Southwark Bridge, London SE1 9HL 

Wfc are feaan (o encovape kSfera from rtwefere wortiivdo. Lanas may tw taxed (a 171-S73 6938 (am tar to tom?. omat- 

tettera^cfrot<W.corn Putttefwd Wm are ttao aveflotota on the FT wttj ettta. htipj/ww-fT xxrn Transtotton may bo a/aSsete for 
toners wn&Bn to the main tn touwD ona languages- Fox 0t7l 873 5338 . Larons staid be typed and net hand written. 
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Motor starts to sputter 

W hy has the After six years of rapid growth, ^ “ves 

US economy . IO *1* it are so much lap 

expanded so ©CQnomy faces at best elsewhere, fri one ( 

fast for six a period of prolonged stagnation the us amid easuj 


UNIQUE 
COMPANY 
FOR SALE 

tcciitlixins in Foidir, 
Bieydcs. from 

.-incept to product::'; 


(inquiries 01934 X20308 


FOR SALE 


North West Tour Operator 

ATQL. IATA and ABTA Licences. 
Wide range of Airline agreements. 
Owners retiring. 

Turnover circa £5 Million . 

Excellent Profit Record. 
Principals only please. 

Box B5%9, Financial Times. 
One Southwark Bridge. 
London SEI 9HL 


HYDRAULIC 
MANUFACTURER 
AND DISTRIBUTOR 

The company specialises in the design, 
manufacture and commissioning of 
complete hydraulic systems. 

Sales: £2.7 million 
Pre-tax profits: £400,000. 

Two main shareholders wish to retire. 
Telephone: 01628 674864 
Fax: 01628 773433 


W hy has the 
US economy 
expanded so 
fast for six 
years, even though fiscal pol- 
icy has been restrictive and 
net export demand sluggish? 

A partial answer is 
suggested by the chart. 
Which shows the private sec- 
tor's financial surplus - that 
Is, the excess of income over 
expenditure in the past 25 
years. Since 1953, the aver- 
age surplus has been 1.1 per 
cent of gross domestic prod- 
uct, with surpluses of above 
3 per cent or deficits below 
minus l per cent extremely 
rare. Until recently, it has 
not been negative for 
more than a year or two at a 
time. 

But the period between the 
first quarter of 1992 and the 
first quarter of 1998 (the 
shaded! area in the chart; dif- 
fers in two Important 
respects from the rest of the 
postwar period. 

First, the fall in the sur- 
plus has been larger and lon- 
ger than ever before. This 
implies that the growth of 
private expenditure has 
exceeded that of income by a 
record amount. Whereas 
GDP has risen at an annual 
average rate of 3 per cent 
since the start of 1992 and 
real private disposable 
income has risen by 2.6 per 
cent, the growth of real pri- 
vate expenditure averaged 
4.2 per cent 

Second, the private ‘‘sur- 
plus" became a deficit in 
1996. But instead or return- 
ing towards balance, this 
deficit went oh growing, 
reaching a record 3.3 per 
cent of GDP in the first quar- 
ter of 199a 

When there is a deficit 
(when expenditure exceeds 
income), net borrowing most 
be taking place. And sure 
enough, the flow-of-funds 
data recently published by 
the Federal Reserve show 
that, in the first quarter 
of 1998, the net addition 
to the stock of debt owed 
by the (non-financdal) pri- 
vate sector rose to 11 
per cent of disposable 
Income. This is the extent to 
which private income was ■ 
being supplemented by net 
borrowing, and it implies i 
that the level of debt was i 


IS private ftaandal sarphis 
fea%dtGQp • 
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are needed just to maintain 
it where it is, it can hardly 
go on growing much longer. 
For this deficit to go on 
growing, the ratio of debt to 
income, which is already ris- 
ing fast, would have to accel- 
erate out of sight 
This means that the motor 
which has driven the US 
economy through one “Gol- 
dilocks era" - namely the 
expansion of private spend- 
ing financed by loans - can- 
not possibly drive it through 


the strong dollar, and this 
must have reduced profit 
margins. 

The crisis itself seems to 
be deepening, with output in 
Asia falling far more than 
was generally expected a few 
months ago and an increas- 
ing number of countries 
becoming involved. The 
average American has not 
noticed much yet because 
the credit expansion, 
reinforced by the boom in 
asset prices, has carried so 


The average growth rate of the 
economy over the next four years is 
unlikely to exceed 1 per cent a year 
and coukj easily be much less 


another. It looks more as 
though It is ready to. conk 
out 

This is made the more 
hkely by the damp in g effect 
of the Asian crisis on the US 
economy. The full impact 
will take a long time to work 
through fully, but it bas 
already been substantial, in 
the first quarter of 1998, 
exports minus imports were 
down STObn (at 1992 prices) 
on the average for 1997. a fall 
equal to l per cent of GDP. 


rising as a proportion of And there has been a further 


income. 

As the private sector’s def- 
icit is now at a level where 
large injections of finance 


large fall in net exports since 
then. In addition, the recent 
tendency for export prices to 
fall has been accentuated by 


much moment um. Also, real 
income has benefited from 
the fall in import prices that 
were -L5 per cent lower in 
the first quarter than they 
were, on average, during 
1997. 

So what might be the 
upshot? I have carried out a 
number of simulations repre- 
senting various possible 
responses to the Asian crisis. 
The first thing that became 
obvious is that the full 
effects of the crisis will 
depend crucially on what 
happens to policy round the 
worid. 

This is particularly true of 
Japan, since its trade with 


the region and investment in 
it are so much larger than 
elsewhere, fin one outcome, 
the US could easily see its 
GDP fan next year by 2 per 
cent or more compared with 
what otherwise might hap- 
pen. 

I have put all these ideas 
together Into a medium-term 
projection of the US econ- 
omy. One key assumption is 
that the private sector's 
financial deficit stops rising 
fairly soon and returns 
towards zero over a period of 
years (shown in a dotted line 
on the chart). If this were to 
happen in a way anything 
like that projected in the 
chart total private expendi- 
ture would drop % per cent a 
year relative to income over 
the next few years - a big 
change compared with the 
recent past 

A second! assumption is 
that partly because of the 
strong dollar, net export 
demand continues to fall for 
a couple of years before 
recovering moderately. 1 also j 
assume the US economy 
receives no new fiscal stimu- 
lus. 

Credit booms often con- 
tinue. feeding on themselves 
for much longer than any- 
one expects. The US boom 
may roar ahead for some 
time, although signs of 
weakness have recently 
appeared in the tradeable 
sectors. 

However, the main issue is 
what happens in the medium 
term. The implication of the 
. assumptions I have made is 
that over the next four years 
the US economy is unlikely • jfy 
to grow by more than 1 per ■- 
cent a year on average and it 
could easily be much less. 

Such a slow growth rate 
would not be enough to stop 
unemployment from rising 
and the federal budget from 
moving back into deficit at 
some point 

What then, is the conclu- 
sion? First, given present 
policies, that a period of pro* 
longed stagnation, at best, is 
on the medium-term horizon. 
Second, the possibility of an 
intractable global recession 
is now to be taken seriously, 
and the rest of the world M? 
would be most unwise to 
count on the US to provide 
the locomotive force needed 
to pull it out 

The author is visiting scholar 
at the Jerome Levy Econom- 
ics Institute 
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y J U directive goes ahead, there is a chance of trade conflict with the US, warns Guy de Jonquieres 


ECB cracks 
its whip 


The first meeting of the 
European Central Bank in 
Frankfurt was an historic 
event. The second, this week, 
was routine. But the decisions 
taken and statements made 
were revealing. They show how 
rar the institution wants to be 
the Bundesbank writ large. The 
question is whether such conti- 
nuity will work on a wider 
European stage. 

One Indication was the deci- 
sion to impose reserve require- 
ments on commercial banks of 
between L5 per cent and 2*5 per 
cent. Rolf Breuer, chairman or 
Deutsche Bank, Germany's 
largest commercial bank, 
denounced this requirement as 
“outmoded". Yet the ECB will 
pay interest at the same rate as 
on its main refinancing 
operations, which means this 
will be no onerous obligation. 
Whether it makes much sense 
is another matter. 

Much the biggest questions 
confronting the ECB concern 
the European economy, the bal- 
ance between monetary and fis- 
cal policy and its influence 
upon member government. On 
the first of these, the KCB 
inherits a comfortable position. 
In April the annual increase in 
the harmonised consumer price 
index was an entirely satisfac- 
tory 1.4 per cent: the European 
economy is expanding strongly" 
and unemployment is falling. 

Looking ahead. thu ECB con 
hardly find much reason lor 
monetary tightening. Growth uf 
broad money looks benign. The 
presence of the Bundesbank's 
former chief economist. Otraar 
Issing. means great weight will 
be placed mi this measure. 
Whether this makes sense at a 
time of vast structural 


upheaval is another matter. 

Much the most interesting 
indication of the future role of 
the ECB came from the promi- 
nent place given by Mr Duisen- 
herg to complaints about the 
fiscal policies of member states. 
He expressed anxiety that mem- 
ber states were not reducing 
structural fiscal deficits, though 
they wore not yet in compliance 
with the stability and growth 
pact. 

The aim. insisted the presi- 
dent. should be a budget close 
to balance or in surplus. Yet the 
latest forecasts from the Euro- 
pean Commission show cycli- 
cally adjusted fiscal deficits for 
the it members, collectively, 
and for 8 of them, individually, 
at around 2 per cent in 1999. 
Worse, only Ireland and Fin- 
land are forecast to register sig- 
nificant improvements in these 
deficits be! ween 1997 and 1999. 

The ECB is right to worry 
that the opportunity afforded 
by the cyclical upswing will be 
wasted, as it was in the late 
liHJs. II is right to fear that 
member states feel they can 
now relax. Yet it would also bo 
a mistake to ignore the giubal 
context. Now is not the right 
time for the EU to pursue fiscal 
contraction and monetary ease, 
thereby exporting unemploy- 
ment to the rest of the world. 

If the ECB is tbe Bundesbank 
writ large, it faces two problems 
more severely Ilian the institu- 
tion it replaces, ft has to influ- 
ence 11 fiscal authorities, not 
*jst one: and its decisions 
lirectlv affect an economy with 
a vast impact on the world. 
How Europe resolves these diffi- 
culties will determine how well 
its revolutionary new monetary 
system works. 


Rock relief 


Gibraltar appeared yesterday to 
have made an important conces- 
sion to Spain, by offering shared 
use of its airport for Spanish 
flights. A deal on that question 
could open the way for talks on 
the whole relationship between 
Spain and the British colony at 
its southern tip. and end years of 
mutual suspicion. 

The irony is that Gibraltar 
appears ready tu concede joint 
use of (lie airport too late to ben- 
efit from it. ft vetoed the deal in 
IflKT because of fears that it 
would amount to tacit recogni- 
tion of Spam’s claim lo the land 
on which the airport is built. Pas- 
sengers travelling to Spanish des- 
tinations would not be required 
to go through Gibraltar immigra- 
tion facilities first. Ttulay. how- 
ever. Spain has little commercial 
use for the airport, with ample 
capacity provided by large air- 
ports in Malaga and Seville 


The concession suggests that 
Gibraltar is feeling the strain of 
isolation. The lesson is that the 
colony has no viable future 
except by co-operating with 
Spain. With the British navy 
gone, its economic future 
depends un financial services and 
tourism. Spanish obstruction has 
the capacity to damage both. 

But Spain should now respond. 
It is time for a date to be set for 
talks with Gibraltar proposed by 
Abel Matutes. Spain s foreign 
minister. The uffer amounts to a 
relaxation of Spanish insistence 
that talks can only be conducted 
with the UK government. 

Madrid must recognise that its 
only hupe of wooing Gibraltar is 
tu win the good will of Gibraltari- 
ans. Obstructionism, like petty 
restrictions and delays imposed 
at the border, have allowed the 
latest dispute to drag on for more 
than a decade. 


Japan votes 


Japan is in recession. The 
popularity of prime minister Kyu- 
taro Hash! mo to and his cabinet is 
at a dismally low ebb. It might 
thus seem natural for the voters 
in Asia’s most advanced democ- 
racy to seise the opportunity 
presented by Sunday's upper 
house elections tn punish the rul- 
ing Liberal Democratic Parly far 
its dire* economic management. 

But while the LDP lacks an 
outright majority in the upper 
house. Japan's political modus 
operand i remains that of a single 
party democracy. The opposition 
is fragmented and incoherent. 
Many ordinary Japanese may be 
tempted to express their disillu- 
sionment by staying at home. 
This would favour the LDP 
against its opponents and give 
Mr Hashimoto a reprieve. But 
would it make much difference tn 
the economic crisis? And Is an 
effective opposition possible in 
the consensual Japanese context'.’ 

Certainly there is a danger that 
western expectations will be 
pitched too high whatever the 
electoral outcome. For until the 
past year the function of politi- 
cians in Japan was not tu master- 
mind policy. Their chief Lusk was 
to deal with interest groups and 
pass on requests for favours to 
the bureaucracy. Political suc- 
cess was measured in terms of 
the delivery of money and infra- 
structure to lobbies and constitu- 
ents. Prime ministerial office was 
a reward for party service, not a 
platform fur policy adjustment. 

Within this system the party 
was little mare than a coalition 
of political cliques, or factions, 
with few identifiable political 
principles. When Tsulomu Hata 
led a breakaway group from the 
LDP in 1993. subsequently loosen- 
ing the LDP's grip on power, h" 


I f you live in the European 
Union and use electronic 
mad to communicate with 
anyone in the US - or most 
other parts of the world - you 
had better watch out. Absurd as 
it seems, you may soon be break- 
ing EU law. 

That Is one of the unintended 
consequences of an impending 
Ell law that aims to safeguard 
the privacy rights of European 
citizens by setting common rules 
for the export and use of many 
kinds of personal data. This is 
defined ns “any information 
relating to an identified or identi- 
fiable natural person”. Strictly 
applied, the law would cover 
every kind of personal informa- 
tion in electronic or written form. 

The directive comes into force 
on October 25. As the deadline 
approaches, coping with its 
far-reaching, but often unclear, 
requirements is creating head- 
aches for companies operating in 
Europe. It is also threatening a 
trade conflict with the US. 

Much more is at issue than EU 
red tape. The data protection 
directive has sharp teeth. As well 
as providing for fines on offend- 
ers. it authorises the severance oT 
information flows to non-EU 
countries found not to have “ade- 
quate" daLa protection arrange- 
ments. If exercised, those powers 
could play havoc with global 
trade flows by cutting off compa- 
nies' international communica- 
tions networks. 

Brussels has not defined “ade- 
quacy" precisely, or the criteria 
for judging it But it says it has 
so far identified only about 10 
countries likely to qualify. They 
do not include the US. where the 
government and businesses bave 
been angered by what they see as 
an EU attempt to foist Us laws on 
them. White House officials say 
the US may challenge the legisla- 
tion in the World Trade Organi- 
sation. Some members of Con- 
gress are talking of passing a 
■'blocking statute", which would 
prohibit US companies from com- 
plying with the El> rules. 

Brussels and Washington have 
launched urgent consultations to 
avert open confrontation. But 
while the talks have lowered the 
political temperature, no settle- 
ment is yet in sight 
Ironically, when EU ministers 
approved the directive in 1995, 
it was heralded as a trade- 
liberalising move, it aimed to 
underpin the single market by 
reducing discrepancies between 
national privacy rules, far 
stricter in northern EU countries 
than in southern ones. The result 
was a flawed compromise. It is 
not even dear that It will remove 
all national restrictions on data 
flows inside the EU. Critics con- 
demn the law as overkill. 

When it was first drafted in 
1990, data communications were 
primitive and took place mainly 
between big mainframe comput- 
ers. The law failed to antidpate 
the explosion of global communi- 
cations caused by the spread of 
personal computers and the 
internet. Critics say that, because 
the- law technically covers all 
such traffic, it is unenforceable. 

Just how it will be applied is 
unclear. Many EU members have 
yet to implement the directive in 
national legislation, and their 
data registrars and the European 
Commission are still trying to 
agree a common approach, 
j But some observers say their 
efforts so far have created as 
! much confusion as clarification, 
i "There are huge grey areas.” 

J says Heather Rowe, head of the 
International Chamber of Com- 





did s*i mure in the name of cb.-an 
government than changed pul icy. 

Since then, opposition parties 
have proliferated and haggled 
over alignments and coalitions. 
Last December's disintegration of 
Shinsliuito. the- main opposition 
group led by Mr Data's nii-iifor 
Ichiro Ozawa, confirmed the diffi- 
culty or establishing a plausible 
opposition to the LDP. 

A smaller group of parties has 
now emerged under Kaotu Kan. 
which has lu-en compared to 
Italy's Olive Tree coalition. Blit 
the parallel is misleading, hi 
seeking tu renew its democracy 
after the corrupt single party rule 
of the Christian Democrats. Italy 
could draw mi the political 
strength of a re invigorated for- 
mer communist parly. It also had 
a p«x»l ol uiict irrupted la lent in 
the universities and the central 
bank to provide technocratic 
leaders such as prime minister 
Romano Prodi. 

Japan has found it harder to 
mobilise such talent But some 
change is afoot. Scandals and 
demoralisation in the bureau- 
cracy have caused politicians lo 
take charge of policy by default. 
Yet this has led to more incoher- 
ence and market uncertainty - 
witness the impact of conflicting 
statements made by Mr Hashi- 
moto and other leading politi- 
cians last weekend on whether 
taxes were to be cuL 

This has helped the opposition 
parties and raised hopes for a 
higher turnout on Sunday. Mr 
Hashlmotu's rate Is in the bal- 
ance. But .is the political temper- 
ature rises, it should not be for 
gotten that Japan's form uf 
democracy is peculiarly ill-suited 
tn producing a decisive policy 
response to match the challenge 
the country now faces. 


merce's data protection co mmi t- 
tee. Some estimates put the cost 
of compliance to EU business as 
high as S3bn < niton). Companies 
complain that uncertainty about 
the directive's impact is at least 
as big a concern. They are partic- 
ularly worried about its effect on 
operations that depend on trans- 
atlantic data communications. 

“We find the possibility of 
there being no US-EU agreement 
by October 25 absolutely terrify- 
ing." says Colin Flicker, head of 
legal affairs at the UK Direct 
Marketing Association. “V tbe 
EU insists on applying territorial 
solutions to cyberspace, it will 
kill electronic commerce." 

Defenders of the law dismiss 
such complaints as alarmism, 
and insist the new system will be 
implemented responsibly. They 
also claim it is less draconian 
than sometimes painted. 

Hie rules will be waived for 
three years for existing data 
exports from the EU. or if'indi- 
viduals concerned have given 
their consent. There are also 
exemptions for exports of per- 
sonal data needed for contracts 
between companies and employ- 
ees. to defend legal claims and to 
protect citizens' vital interests. 

But many businesses say the 
loopholes are too limited, or 
impractical. World Insurance 
Network, a global broking service 
recently launched by four large 
US and European insurers, fears 
it will be required to obtain indi- 
vidual consent from thousands of 
company employees worldwide. 

Lawyers say the directive is 
also open to divergent legal inter- 
pretations - all the more so 
because it will bo administered 
by 15 independent national data 
regulators, whose priorities and 
approach vary widely. 

"The system is unwieldy and 
unworkably bureaucratic." says 
Christopher Millard of Clifford 
Chance, a London law firm, who 
is advising large companies on 
the implications of the directive. 


“It is likely to be extremely bur- 
densome for businesses, but of 
dubious benefit for consumers." 

Even if national regulators act 
pragmatically, they face pressure 
from privacy rights groups to 
crack the whip. One, Privacy 
International, says it will moni- 
tor large companies' compliance 
closely and bring test cases 
against offenders. 

Scott Blackmer, of Wilmer, 
Cutler and Pickering, a Washing- 
ton law firm, thinks individuals 
whose data rights have been 
abused may even be able to use 
the EU directive to bring “class 
action" cases in US courts on 
behalf of fellow “victims”. 

Such possibilities increase the 
pressure on Brussels and Wash- 
ington to settle their differences 
quickly. The EU denies that it is 


regulation had “fallen far short 
of what is needed". 

Newspaper articles have high- 
lighted other shortcomings, while 
several opinion polls have found 
that widespread consumer mis- 
trust in tbe security of internet 
transactions is threatening the 
growth of electronic commerce. 

President Bill Clinton’s a dmin - 
istration has told business it 
must quickly restore public confi- 
dence. or risk heavy-handed and 
costly legislative intervention by 
Congress. Many large companies 
are sc rambling to form industry 
alliances, to strengthen self- 
regulation and promote better 
web-site security. 

Some companies accept that 
better data protection is good 
business, “hi nine months' time, 
companies which do not have 


The data protection directive has sharp 
teeth. If exercised, rt could play havoc with 
global trade flows by cutting off companies’ 
international communications networks 


bent on confrontation, or 
demanding that the US copy its 
own Legislation. It says it is ready 
to accept a system based on vol- 
untary' self-regulation, as the US 
proposes, provided it is effective. 

The US long remained 
unmoved by such arguments. 
Insisting its existing data protec- 
tion arrangements are adequate. 
But the mood is changing in the 
US. A sea change in its political 
climate has transformed the 
terms of the debate and forced 
the US to re-evaluate its 
approach to data protection. 

A recent US Federal Trade 
Commission report found that 
many web-site operators had 
failed to respect the privacy of 
users, particularly children, in 
the collection and use of personal 
data. It said industry self- 


explicit privacy programmes and 
effective verification by third par- 
ties wfl] have a hard time in the 
market," says Bill Archey, head 
of the American Electronics 
Association. 

These events may have punc- 
tured US complacency and 
enhanced the EU’s sense of moral 
superiority but they do not seem 
to have brought any closer prac- 
tical solutions to the problems 
threatened by the EU directive. 

Many US industry privacy alli- 
ances say it will take time to 
develop stronger data protection. 
Their members are divided over 
how to police and enforce volun- 
tary self-regulation. The Union is 
expected to look very closely at 
such issues when assessing 
whether self-regulation satisfies 
its directive. 


Nor would US legislation neces- 
sarily make a transatlantic settle- 
ment easier. There are about 90 
data privacy bills In Congress, 
mainly intended to protect chil- 
dren and medical records. But 
Congress is not expected to act 
before next year, and there is no 
guarantee that any of the mea- 
sures it passes wfl] satisfy the 
EU. 

There is also uncertainty about 
how any new US laws would be 
administered. Widespread dis- 
taste for cumbersome regulatory 
bureaucracies has engendered 
apposition to creating a powerful 
US data “czar”, comparable with 
EU data registrars. 

Senior US and EU officials 
insist, nonetheless, that they can 
broker a mutually acceptable 
compromise, probably involving 
a variety of measures. Possible 
components include a system of 
voluntary “model contracts” 
between companies, policing by 
the Federal Trade Commission 
and some US legislation. 

But EU and US officials say 
they are still unsure exactly what 
an eventual package will contain. 
Less than four months before the 
directive is due to take effect, 
both sides must also contend 
with powerful political pressures 
at home, which could easily turn 
their dialogue in to brinkman- 
ship. 

Partly to keep pressure on tbe 
US. European Commission offi- 
cials are refusing to rule out the 
possibility that some transatlan- 
tic data flows could be cut off 
after October 25. Some observers 
fear the EU may find such action 
hard to avoid. 

“The Europeans are in a deli- 
cate position,” says one. “They 
may feel they have to bring some 
exemplary cases early on, or US 
business will just ignore the 
directive. But if they start seri- 
ously disrupting transatlantic 
data flows, they risk provoking a 
US reaction that could unleash a 
trade war.” 


OBSERVER 


Hermann hits 
the heights 

After years of watching the 
Bundesbank's every move like a 
hawk, Hermann Remsperger is 
about to take up residence inside 
its forbidding grey walls. The 
respected chief economist of 
Germany's BHF-Bank is set to 
succeed Otmar Issmg. the former 
Bundesbank director who has just 
moved into the euro-dlmenslon as 
a director of the new European 
Central Bank. 

in the age of the single currency, 
the Bundesbank won't be the 
towering force of recent years. But 
it will retain a powerful voice in the 
counsels of the ECB, which also 
happens to be in Frankfurt. 

The friendly, soft-spoken 
Remsperger, 48. has developed an 
intimate understanding of the 
German central bank's often 
Impenetrable thought processes in 

his time as a Bundesbank-watcher. 
Like the influential Issfrig, he 
believes strongly in monetary 
discipline and has acquired 
sensitive antennae about the timing 
of interest rate moves. 

Although the atmosphere at the 
Bundesbank is unlikely to be calm 
if the euro's resilience is put to the 
test by volatile financial markets, 
he may reHsh the change of scene. 
BHF-Bank, where he has worked 
for nearly 20 years, has been going 
through an unsettfing 
reorganisation recently. 

This has not affected 
Remsperger's own position, but 


the move from the cut-and-thrust 
of the commercial banking world 
may suit someone who Is an 
honorary professor al Frankfurt's 
Goethe University. An extra touch 
of gravitas, does not go amiss In 
the sober world of central banking. 

Jaundiced 

The annual congress of Golkar, the 
party which has run Indonesia for 
three decades, was decked in its 
usual yellow yesterday. The bright, 
jolty colour has seemed 
appropriate during the years when 
party faithful could couit on 
comfortable government jobs and 
juicy government contracts in 
return for rubber-stamping the 
policies of President Suharto. 

But yesterday the yellow of the 
jackets, batik shirts, ties and (legs 
only seemed to emphasise the 
venom, as members schemed, 
rowed, plotted, caballed and 
backstabbed over who would be in 
the new leadership to take the 
place of Suharto's cronies. 

Edl Sudrajat, a former top brass 
hat who is favourite for the 
chairmanship, was, it was 
whispered, plotting the downfall of 
President B.J. Habibie. Others 
claimed that his main rival, state 
secretary Akbar Tanjung, was a 
stooge of Habibie, while some saw 
both men as marionettes, with 
Suharto pulling the strings. 

Goflcar has a large slush fund 
and an unrivalled organisation, but 
Its association with Suharto won't 
be worth too many votes in the 
upcoming elections. Maybe ft was 


his poll prospects that persuaded 
Habibie to eschew the party yellow 
yesterday for an outfit of mournful 
black. 

Palm court 

Israel's allies In United Nations 
votes on their policy towards the 
Palestinians may be few In 
number, but they do live in some 
attractive parts of the world. 

There's a long history of 
Micronesia standing foursquare 
with the US End Israel in UN votes 
- so much so that Israel's Channel 
Two television sent a crew last 
year to make a three-part series on 
The Mystery of tsra^-Micronesh 
Friendship, and travel agents offer 
trips to Israel's “best friend across 
the ocean”. 

This week the might of the 
Marshall Islands was thrown 
behind the usual trio on the losing 
side of the 124-4 vote to upgrade 
the Palestine Liberation 
Organisation's status, sending the 
waning factions In the Middle East 
scurrying for the central Pacific 
Ocean pages of their atlases. 

Micronesia and the Marshall 
Islands were administered by the 
US until 1986, and hoildaymaking 
Israelis wfll find that the idyllic 
Islands have one tiling in common 
with the Jewish state - Unde Sam 
dishes out masses of aid every 
i year to keep them afloat 

Typecast Tina 

Tine Brown, the EngSsh-speata'ng 
world's most conspicuous 


magazine editor, may have joined 
the Walt Disney camp, but she 
won't be straying far from her first 
love. 

The Briton who has spent six 
years yanking the fusty New Yorker 
into the modem era says she plans 
to become a multi-media star. That 
means movies and television as 
wed as the printed word, courtesy 
of a deal with Miramax, the stuefio 
that makes Independent” movies 
for Disney, 

Her biggest splash, however, is 
likely to remain In the magazine 
world, with a new monthly 
high-class glossy scheduled fo- 
late next year. Its target audience 
will be the same “upscale 
kitefllgerrtsta” as the New Yorker, 
says Ron Galotti, who has just quit 
as publisher of Vogue to jdn 
Brown. The betting in New York Is 
that It will bear a dose 
resemblance to Vanity Fair, which 
Brown also edited. 

Miramax co-chairman Harvey 
Weinstein says the aim is to use 
the printed word to create 
“limitless synergies" among the 
media outlets. For instance, if 
Brown goes to the Middle East for 
a magazine article, a television 
crew might follow her to fflm a 
“speciaT for Disney's ABC 
network. 

The Miramax boss adds that It is 
“way too premature” to discuss 
how much money will be put 
behind Brown’s new venture - 
though, like so many media 
executives, he hopes to produce 
“a Rolls-Royce for the price of a 
Volkswagen". 


50 years ago 

S. African Senate Dissolved 
Cape Town. July 9. The South 
African Nationalist Government 
to-day proclaimed the 
dissolution of the Senate. The 
announcement thus comes 
shortly before the expiry of the 
period allowed for this - that is, 
within 120 days of the 
dissolution of the Assembly on 
April 16. Normally the Senate 
was not due to be dissolved 
until next year. At present the 
United Party has a majority in 
the Senate and could in 
consequence have blocked any 
Nationalist legislation. The state 
of the Senate was: 
Pro-Government, 13; 
onti-Govemment, 30, the (after 
including eight nominated by the 
last Government 

Fighting Near Kuala Lumpur 
Singapore, July 9. Fighting 
against Malayan guenfflas raged 
to-day near Kuala Lumpur, the 
federal capital, and General C.H. 
Boucher, G.O.C. Malaya, said: 
“We are deal big with it on battle 
fines.” Police inside the city are 
folly alerted against possible 
attack. General Boucher has 
stated he did not befieve the 
guerrillas could get 
reinforcements from Indonesia, 
but he was worried by .the 
poesfoUty of parachutists 
coming in to Malaya from 
neighbouring Stem. 
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Battle of the bourses 


Prance may be in the final of the World 
Cop. but its bourse is in danger of being 
kicked Into Europe's second division- This 
week's link-up between Frankfurt’s Deut- 
sche BOrse and the London Stock 
Exchange puts the squeeze on Paris. 
Seemingly, it either joins the new alliance 
as a junior partner or risks seeing its top 
stocks poached by the Anglo-German 
partnership. Not surprisingly, the French 
- who thought they were going to form 
their own axis with Frankfurt - feel 
cheated. 

This game, though, is far from over. 
Paris may not have that much to offer as 
a f jnanrry ii centre, but the French have 
always known how to play political hard- 
ball. Who knows, President Jacques Chi- 
rac may already have been on the phone 
to Chancellor Helmut Kohl to insist that 
Paris Is cut into the new alliance as an 
equal partner. After all, he could say, the 


DuPont 

Share Vta refattw to Die StP Composite 



finer AttdomKV 


DuPont 


Japanese life insurers 

As If Japanese bank stocks were not 
undo 1 enough pressure, news now comes 
that life Insurers, who owned 14 per cent 
of harik shares in 1996, have tamed sell- 
ers. Nor is that the full extent of the 
problem. Life insurers have also been ref- 
using to roll over subordinated loans 
marfp to banks, which form an important 
part of bank na pimi- j 

But what of the life insurers them- 
selves? Their unlisted status keeps their 
affairs largely private. However, distress 
selling of shares to address negative cash 
flow problems is hardly encouraging. 
Moreover, if banks start to fell, some of 
those subordinated loans will certainly 
not be repaid. 

The insurers appear to face both sol- 
vency and liquidity challenges. The. threat 


equal partner. After all. he could say, the Yesterday's profits warning from to solvency comes from the co mbinat ion 
French agreed to Frankfurt as the home DuPont cited an impressive list of cul- of significant obligations to policy hold- 
to the new European Central Bank and prits: the weather, weak prices, the dollar, ers. felling returns on investment and 
did not even get their man, Jean -Claude Asian Imports, even the General Motors depleted equity reserves. But high cancel- 
Trichet, as its first president strike - pretty much anything except latlon levels also pose liquidity problems. 

In such a hypothetical conversation. Mr itself There is a good reason why DuPont hence the pressure to sell shares. Policy 
Kohl might respond that ownership of a is so blatantly on the defensive. Over the holders have been dissatisfied with the 
Eorobcmrse was a purely private sector past few months, Chad Holliday, its new low Investment returns, and worried by 
matter. But, equally, he might try to chief executive, has made much of the credit risks following the failure last year 
arrange a deal in the interest of the group's impending transformation from of Nissan Mutual 
broader FrancoGannan alliance. cyclical old chemicals to sexy life sd- Inasmuch as this flight to quality 

Alternatively, Paris might hope that the enoes. It would not do for shareholders to encourages an industry shakeout, it is 
Anglo-German partnership - which is not think that while reshuffling the portfolio, good news. Japan's insures have been a 
yet a done deal - win show cracks, allow- management had taken its eye off the by-word for unsophisticated products and 
ing it to woo Frankfort anew. And, if that business. lack of competition. Whether the country 

too mihp to naught, France could always In feet, investors are as much to blame has the stomach for simultaneous turmoil 
threaten to stop Its top stocks joining the as the company for the near- 10 per cent in the banking and insurance sectors is 
new trading platform. That might amount drop in the shares. In their enthusiasm another matter, 
to cutting off its nose to spite its face - for DuPont's new strategy they had 

French bluechips would then not get as driven the stock up by nearly 50 per cent iiif mnnotani imlinv 


French bluechips would then not get as driven the stock up by nearly 50 per cent iiv rnnnptaru nnlirv 

good access to a liquid capital market since January. However, DuPont is only urv hhm'wuiij puiiuj 

However, it would also throw a medium- at the start of its metamorphosis into a No rise in interest rates - cause for 

sized spanner into the Anglo- German steady, fast-growing business that celebration? WeH not quite. For a start, 

works; 44 of Europe's top 300 companies deserves a higher rating. The parallels the final twist to the monetary screw has 
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Tougher measures called for 
to protect earth’s ozone layer 


By Frances WHtaras 
in Geneva 


nest by 2000 or 2001 before slowly 2010.. Most industrialised countries 
recovering over the next 50 years, have already phased out such sub- 
Stratospharic ozone protects life on stances.- 


are French. 


deserves a higher rating. The parallels the final twist to the monetary screw has Tougher action is needed to protect earth from the damaging effects of China, India and Russia are the 
with Hoechst are almost scary. The Ger- probably been delayed, not abandoned, the earth's ozone layer, including ultra-violet light, which can cause world’s biggest producers of CFCs. 


The risk for London is that it wfl] be man chemicals group was lauded for its The futures markets are certainly betting rapid implementation of new con- skin cancers and cataracts. 


which are used in refrigeration and 


outmanoeuvred in the europolitics. The life sciences strategy in 1996, only to be on another quarter-point rise by Septam- trols to tackle the growing Illegal The “ozone-safe" . substitutes, afreemditfoning systems, 

exchange has already agreed on an equal condemned for slow execution and poor ber. Moreover, it is clear that the econ- trade in banned substances, environ- known as HFCs and PFCs, are tar- The meeting also looked at how to 


split with Frankfort, despite hosting 107 results in 1997. 


omy needs to slow if inflation is to drop to I ment officials said yesterday. 


geted in the Kyoto Protocol on cli- bring into operation by 2000 an inter- 


of Europe's top 300 stocks compared with If this shock accelerates change at the government’s target. That may be The meeting of officials from mate change, adopted last December, national trade registration system 

Germany's 37. If more bourses were added DuPont, it will ultimately be to the good, happening of its own accord - meaning a nearly 100 countries also called for which requires governments to cut aimed at cracking down on a thriv- a 


as equal partners, its Interest would Mr Holliday promised faster cost-cutting further hike could risk recession- But, if better co-operation with United emissions of greenhouse gases. 


ing black market in CFC gases, *■' 


This has produced the paradoxical worth hundreds of Tnillfona of dot 


shrink yet further. Managing a multi- yesterday and hinted at more disposals or not the Bank of England could eerily get Nations bodies working cm climate This has produced the paradoxical worth hundreds of millions of dot 

headed alliance might also be a night- joint ventures In commodity chemicals, further behind the curve. The worry is change. The meeting paves the way result that countries are being urged lars annually. Officials fear that 

mane. London may yet come to regret the He should now take comfort from the feet that it could then have to tighten stiff for a ministerial conference in Cairo to use HFCs and PFCs under the smuggling of cheap CFCs will 

feet that it lacked the vision to go it that Hoechst shares are having a great more just when the global economy could In November, which will bring 1987 Montreal protocol and discour- become a more serious problem, 

alone. 1998. be cooling. together parties to the Montreal pro- aged to use them under the Kyoto once consumes in developing coun- 
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together parties to the Montreal pro- aged to use them under the Kyoto once consumers in developing ooun- 
tocol cm the ozone layer. pact The officials, meeting in tries fece controls an their use and a 

Certain “ozone-safe” substitutes, Geneva, did not attempt to solve this requirement to use often more 
developed to replace chlorofluoro- contradiction, but asked file sden- expensive substitutes, 
carbons (CFOs), and other “ozone- tific experts for the Montreal proto- National governments are also 
gobblers" are now recognised to con- col to co-operate with their nttirmtp being urged to take action to reduce 
tribute to global wanning, which sd- change counterparts. emissions of halons, which are used 


tribute to global wanning, which sd- change counterparts. emissions of halons, which are used 

entists predict will slow the healing The issue will become more impor- mostly in fire extinguishers, and 
process of the ozone layer. taut from next year when developing stop two new substances - chloro- 

■ According -to the latest scientific countries must start the process of bromomethane and n-propyl b re- 
assessment published last month, phasing out production of CFCs and mide - from being marketed as 


assessment published last month, 


mide - from being marketed as 


the ozone shield will be at its thin- other ozone-depleting substances by “ozone-safe" substitutes. 
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Europe today 

Scancfinavla wffl be cloudy and 
cool with Hght showers, although 
sheltered eastern parts wffl have 
spate of sunshine. Eastern Europe 
wffl be dominated by low pressure 
with heavy showers and thunder- 
storms. Tiw Low Countries, 
western Germany and northern 
France wHl be doudy with 
showers. The southern half of 
France and the western Alps 
should have some sunshine, but 
the eastern Alps win be cooler with 
a threat of thunders to rms. AS of 
the Mediterranean will be sunny. 

Five-day forecast 

The Medfterranem wfll stay warm 
and sinrry, but ft will become 
unseasonably hot across tha 
southern hair of Spain and 
Portugal. North-west Europe wfll 

be unsettled with a deep 
depression crossing Scotland on 
Sunday and the western parts of 
Scandinavia on Monday and 
Tuesday. 
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Rooms to spare to Hand’s hotels 

SfL® 80 ' ^ only ona luxury hotel, tt 

STjKSL"? 1 mW0 ** 1 * a » rooni. But 
erfato has produced a sharp drop In the 

***** 8eclor b® 8 becom « a 

the ovar-embltfon of investors who 
earn* to the country In the early 1990a. Page 19 

Queens Moat returns to favour 

Queens Moat Houses, the heavily indebted hotel 
flreup. has long been regarded as a corporate 
jjMstar story. But a gradual Improvement In Its 
finances after its near collapse In the early 1990s 
has attracted the attention of potential bidders. 
Speculative interest In the shares has helped triple 
their value since the start of the year. Page 20 

D-Mark weakens on Russia fears 

Premonitions of problems far Russia weakened the 
D-Mark against the doflar, while the Swiss franc hit 
a five-yea - low against the US currency. Although 
rumours that President Boris Yeltsin was Vi were 
d*3peBed by a presidential appearance on televi- 
sion. the D-Mark remained weighed down by wor- 
ries about Russia’s liquidity crisis. Page 23 

Russia keeps oil market bearish 

A rise In Russian oil exports has emerged as the 
latest bearish factor to hit crude prices, according 
to the International Energy Agency. Oil companies 
have increased production to compensate for 
Moscow's attempts to squeeze more taxes out of 
the petroleum sector. Page 24 

LCH agrees derivatives clearing plan 

The London Clearing House, the body that clears 
and settles transactions for commodity and futures 
exchangee, has finalised plans for its proposed 
clearing service in the over-the-counter derivatives 
market. Page 22 

Aslan eyes focus on the yen 

As Japan prepares for 
Sunday's upper house 
elections, Aslan markets 
are nervously following 
the fate of the yen. 

Since many Asian gov- 
ernments abandoned the 
US dollar peg last year, 
the region’s currencies 
and equity markets have 
become more sensitive 
to the vagaries of the 
Japanese currency. But 
while fears of a weak Japanese economy and a 
depressed yen have hit emerging markets, the 
benefits when Japan recovers may be limited. For 
most Asian countries, trade with Japan Is less sig- 
nificant than is generally perceived. Page 34 

Vietnam’s credit rating lowered 

Moody’s Investors Service, the rating agency, low- 
ered Vietnam's sovereign credit rating to B1 from 
Ba3 because of concern over stalled economic 
reforms and the threat posed to its balance of 
payments position by slowing foreign currency 
Inflows. Page 22 
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General Electric earnings rise by 13 % 


US multinational shrugs off economic turmoil in Asia and a rising dollar 


General Electric yesterday 
Justified some of the enthusi- 
asm that has Just pushed its 
stock market value above 
3300bn for the first time, 
revealing that It had shrugged 

off the sort of pressures that 
have been weighing on the 
profits of many other US mul- 
tinationals In recent months. 

The world’s most valuable 
company reported a 13 per 
cent Increase In after-tax 
income for the latest quarter, 
marking the latest In a long 
sequence of double-digit earn- 
ings advances. The company's 


continued growth belled the 
son of pressures, Including 
Asia's economic turmoil and a 
rising dollar, that are expected 
to leave US companies as a 
whole with earnings growth of 
only around 2 per cent this 
quarter. 

In a characteristically terse 
statement accompanying GE's 
earnings, Jack Welch, the com- 
pany's chairman, said the 
record results once again 
showed "the ability of GE’s 
diverse mix of global busi- 
nesses to deliver top-line 


growth, Increased margins and 
strong cash generation.” 

As in other recent quarters, 
the company attributed its 
advance to a continuing shift 
into higher-margin service 
businesses, as well as better 
cost and quality controls. 

"GE is emerging as the best 
global growth company there 
is,” said Nicholas Heymann. 
an analyst at Prudential Secu- 
rities. With an estimated 70 
per cant of Its businesses tied 
to services, rather than pure 
manufacturing, GE has been 


able to avoid the sort rtf price 
deflation “that has beat crush- 
ing the xnar g ip w of other manu- 
facturers". Mr Heymann said. 

GE is less directly affected 
by Asia than some other US 
groups, since it looked to the 
region for only 9 per cent of Its 
revenues last year, and a lower 
proportion of its earnings. 

The US group's revenues 
climbed 14 per cent to $2S.lbn, 

reflecting growth outside the 
US - In part through acquisi- 
tions - and what tt called 
“product services initiatives”. 


These, along with a drive to 
raise quality levels, were Iden- 
tified by Mr Welch in the mid- 
-1990s as the main forces 
behind GE's continued growth. 

GE's financial services arm. 
the only business for which 
figures are published sepa- 
rately, again grew faster than 
the rest of the group. GE Capi- 
tal's earnings rose 17 per cent 
from a year before, accounting 
for 3933m of the $JU5bn net 
Income notched up by the 
group In the latest period. 

Among other operations, GE 


singled out aircraft engines 
a nd medical products as busi- 
nesses that had grown 
strongly during the latest 
period. These more than offiet 
the decline of businesses 
which have proved to be more 
exposed to global competition, 
such as household appliances 
and electric motors. 

The company said it had 
used part of the SSjibn of cash 
that it generated from earn- 
ings In the first half of the 
year to buy back 3923m of its 
own shares. 

GE's stock jumped 31% to 
$35% yesterday morning, a 
new record. 
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Hallmark pays $310m for UK card group 


By David Blackwell 


Congratulations and best 
wishes to Creative Publishing 
of the UK, which yesterday 
announced its engagement to 
Hallmark Cards of the US In a 
deal worth ElBfim (3310m). 

The takeover deal marked 
the first move by Hallmark, 
one of the biggest privately 
owned companies in the US, 
Into manufacturing In the UK, 
which leads the world in greet- 
ings card purchases. 

Keith Aim, chairman of Hall- 
mark UK, said annual con- 
sumption of cards, mostly 
Christmas cards, in Britain Is 
55 a head - double that of the 
US: “The rest of the world 
doesn't even come close." 


Creative was demerged only 
last October from Fine Art 
Developments, the UK mail 
order group best known for its 
Christmas hamper business, at 
170p a share. Hallmark Cards 
UK. the British offshoot or the 
private US group, has agreed 
to pay 233p a share, a 37.5 per 
cent premium to the closing 
price on Wednesday. Share- 
holders win also receive the 
final dividend of 5.75p. 

Creative has become the 
largest European greeting 
cards producer, with 2,000 
employees, three card factories 
and a Christmas cracker fac- 
tory In northern England. In 
May the company reported a 
12 per cent rise in profits 
before exceptional to £15 .2m 


on sales of £l55m for the year 
to March 31. 

Kaith Chapman , c hairman of 
both Creative and Fine Art. 
said the two businesses would 
fit together well and end up 
with about 29 per cent of the 
£lbn-a-year UK market. “The 
object Is not rationalisation - 
this Is all about growth. 1 ' 

Hallmark sells its cards 
through main street retailers 
such aa Clinton Cards. It Is 
planning to take advantage of 
Creative's production capacity, 
and is taking on the manage- 
ment team - though Mr Chap- 
man Is leaving. 

The group has operated In 
the UK for 40 years, and in 
1994 acquired Andrew Brown- 
sword's card company, includ- 


ing the 

English Gordon Fraser 
Forever Friends brands. Yes- 
terday It also announced the 
retirement of Mr Brownsword, 
who was in charge of Its Euro- 
pean operations. 

Hallmark had sales last year 
of |3£6bn. It Is based In Kan- 
sas City, Missouri, where 
founder Joyce Hall started sell- 
ing postcards in 1910. Mr Hall, 
who was named after a bishop 
and constantly received mall 
addressed to Mim Wall, died 
aged 91 In 1982. 

The company employs 700 
artists In the US and offers 
cards for every occasion - 
from hirth to death, taking in 
all stages of modem American 
courtship. 


Investment hits 
Austrian tights 
group’s profits 


By Ales tamtam 
In London 


Wolford, the Austrian hosiery 
manufacturer, saw Its shares 
fall by Sch44J2 to Sch78S after 
disclosing a steep reduction in 
Its pretax profits to Schl73m 
(3107m) In the year to April 30, 
from Sch280m in the previous 
year. 

Fritz Humer, Wolford's chief 
executive, attributed the prof- 
its decline to the company's 
Investment in new manufac- 
turing facilities, product diver- 
sification, store openings and 
increased advertising expendi- 
ture. 

“We've already seen some 
benefit of the first part of this 
investment," he arid. “And It 
should help us to produce dou- 
ble digit growth in sales and 
profits this year." 

Wolford is also expected to 
take advantage of the return to 
fashion of opaque tights, 
which featured in the autumn 
1998 collections of several 
influential fashion houses, 
notably Freda, and from the 
launch of its first range of 
men's tights, due to go on sale 
In October. 

Mr Humer warned Investors 
this spring that Wolford's prof- 
its would be down In the last 
financial year, because of the 
cost of its expansion pro- 
gramme and the Impact of the 
relatively mild European win- 
ter. 

Wolford, which has nurtured 
a niche at the upper end of the 
hoedeiy market by winning a 
reputation for technical inno- 
vation and design flair, had 
previously experienced robust 


growth. The board proposed an 
unchanged dividend of SchlO 
for last year. 

Wolford mustered a modest 
increase In turnover of almost 
1 per cent to SchL66bn. How- 
ever, its expensive investment 
programme triggered a 33 per 
cent fall In net profits to 
Schl27m. 

Mr Humer said Wolford had 
embarked on a long term plan 
to invest roughly £80m on 
building state-of-the-art pro- 
duction plants, which will be 
completed next January. 

Inst year, It also launched 
sales operations in China and 
the Netherlands, expanded Its 
existing one in Japan, and 
opened 37 retail outlets, mak- 
ing a total of 197. This year, 
Wolford plans to open flagship 
Btores in New York and 
Vienna, as well as shopa-ln- 
shops In Japan. 

Mr Humer hopes the new 
stares, coupled with the men’s 
hosiery launch, will contribute 
to healthy sales growth this 
year. 

The men's range Includes 
ankle socks and knee-highs 
as wall as tights. Mr Humor 
said “all the big department 
stores", such as Harrods 
and Harvey Nichols in London, 
had placed orders for this 
autumn. 

He «rid so many men were 
buying Wolford's opaque wom- 
en's tights that the company 
decided to develop a special 
male range. 

Mr Humer expects men to 
buy them “far aesthetic rea- 
sons, because tights look bet- 
ter than crumpled socks, and 
for warmth". 


Telerate disposal leads to 
after-tax loss for Dow Jones 


By Richard Waters In New York 


Dow Jones, the business 
Information company, yester- 
day reported solid growth from 
Its new, narrower range of 
publishing ventures during the 
latest quarter. But the final 
impact from the sale of the 
troubled Telerate business left 
it with an after-tax loss for the 
period. 

The sale of Telerate enabled 
the company to report pro- 
forma earnings for the first 
time to reflect its continuing 
businesses, which have been 
rearranged in three new seg- 
ments: print publications, led 
by the Wall Street Journal, 
electronic publications, includ- 
ing newswires and the Dow 


Jones' indexes, and Ottaway. a 
local newspaper group. 

Together with a more 
detailed breakdown of its 
financial performance, the 
shift in presentation had 
helped to shift the focus away 
from Dow Jones' past prob- 
lems and on to the strengths of 
its remaining operations, said 
Michael Ellmann. an a n a l yst 
at Schroder in New York. 

The company's print 
operations produced revenues 
of $308m In the three months 
to the end of June, a 6.7 par 
cent Increase from the year 
before. 

However, profit margins in 
Dow Jones’ print business 
slipped on the back of weak- 
ness in advertising volumes in 


Asia and rising newsprint 
prices. The print business pro- 
duced earnings before interest, 
taxes and depredation (ebltda) 
of S82Jm, or 28.7 per cent of 
revenues, down from 29.4 
per cent of revenues a year 
before. 

Dow Jones' decision to sell 
Telerate and Invest more In Its 
print operations has drawn an 
enthusiastic response from the 
stock market In recent weeks. 
After it announced In the mid- 
dle of last month that it would 
invest 3230m to expand the 
Wan Street Journal, the com- 
pany's shares rose 20 per cent 
to a new record, though they 
slipped back 32V« to 356 VI 
yesterday morning on profit 
taking. 


Japanese funds growth ‘set 
to benefit foreign groups’ 


By Gwen Robinson in Tokyo 

Japanese banks and foreign 
financtol groups will be the 
main beneficiaries of changes 
In Japan's growing market for 
mutual funds, according to 
Moody's Investors Service, the 
US credit rating agency. 

Mutual fluids currently rep- 
resent about $3Q0bn In assets 
under manngement in Japan, 
low in comparison with other 
developed fund markets. 

But 'big bang', Japan’s pro- 
gramme of financial reforms, 
has enabled foreign fund man- 
agers and Japanese banks to 
compete with securities 
houses. 

Moody’s said the expected 
introduction of defined contri- 
bution pension plans would 


provide further growth oppor- 
tunities. 

Traditionally, mutual fends 
In Japan have been poorly 
marketed by domestic brokers, 
previously the only institu- 
tions allowed to distribute and 
manage mutual fund manage- 
ment companies. 

But deregulation and grow- 
ing competition have com- 
bined with declining yields in 
popular Investment areas, 
such as bank deposits and the 
stock market, to drive demand 
for mutual funds. 

Foreign groups account for 
little more than 1 per cent of 
Japan's mutual market, but 
this figure is expected to grow 
as increasing numbers start 
offering both yen-based and 
foreign currency mutual fund 


products. Domestic banks, 
meanwhile, are positioned to 
gain a strong hold in the mar- 
ket with what Moody’s 
described as “huge potential 
placing power". There are 
more than 900 deposit-taking 
institutions in Japan. The top 
five banks each have about 
300-350 branches. Most large 
banks have announced plans 
to start selling mutual funds. 

While securities houses will 
benefit from growth in the 
mutual fund market, their 
market share Is set to fell from 
about 90 per cent to just over 
50 per cent Japanese banks 
and foreign and domestic 
financial groups can expect to 
see their share rise to about 40 
per cent from 3 per cent of 
total industry assets. 
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PRINTING COUNTER-BID FENDS OFF ATTENTIONS OF CARL BENNET AND PROVIDES CANADIAN GRO UP W17TH ENTRY TO EUROPE 

Tryckinvest finds white knight in Quebecor 


NEWS DIGEST 


FINANCIAL SERVICES 


By Greg Mctar to Stockholm 
and Edward Aldan ta Tomato 


Quebecor Printing, North 
America's second largest 
commercial printer. Tester- 
day precipitated a rare cross- 
border takeover battle in 
Scandinavia by launching a 
SKrl.77bn ($219m> white 
knight bid for Tryckinvest i 
Norden, one of Sweden’s 
largest printers. 

The cash offer, which has 
been recommended to share- 
holders by Trycklnvest’s 
board, trumps a hostile bid 
for a 30 per cent stake in 
Tryckinvest by Cart Benefit, 


a Swedish Investor. 

Charles CaveU. Quebecor 
chief executive, said Tryck- 
invest would be its first Nor- 
dic acquisition and would 
serve as a springboard for 
expansion throughout Scan* 
dinavia and into Russia. 

The purchase would make 
Quebecor the largest pure 
commercial printer in 
Europe, increasing its reve- 
nues to more than US¥800m 
a year in a fragmented mar- 
ket 

“The acquisition is not 
primarily driven by 
synergies but by our desire 
to enter a new market," Mr 


Cavell said in Stockhglm. 

Quebecor has been highly 
acquisitive In recent years 
and has sought fresh growth 
opportunities after being 
outbid by Investcorp of 
Bahrain in its attempt to 
acquire Watmoughs, the UK 
printer, earlier this year. 

It said Its SKH70 a share 
cash offer represented a 17 
per cent premium to Tryck- 
invesfs average share price 
during the previous 20 days. 

Meawnhile, Mr Bennet, 
whose SKrl54-a-share offer 
for a SO per cent holding 
has been rejected by 
Tryckinvest’s board, insisted 


he would not raise his foil 

He wants Tryckinvest to 
collaborate with Slanders, a 
smaller printing company In 
which he bought a 53.7 per 
cent stake last year. 

Swedish dual share 
structures, giving some 
investors greater voting 
power than others, make life 
difficult for corporate 
predators. Tryckinvest, 
however, has a single share 
class. 

Quebecor said it had 
a ccumula ted a &2 per cent 
stake in Tryckinvest, and 
shareholders with a further 
10.3 per cent of the capital 


had undertaken to accept its 

hid. 

These included financial 
Institutions UBS Capital and 
MB Finance, as well as 
Tryckinvest's senior 
managers and board 

members who were 

share holders. 

Tryckinvest shares jumped 
SXrlfi, or 10 per cent, to 
SKxi66. The company has 
had a bumpy ride since its 
debut on the Stockholm 
Stock Exchange in June at 
SKrl44 a share. 

Three days after dotation, 
Mr Bennet launched Ida 
offer for a 30 per cent stake, 


Benchmark race hots up as 
London and Frankfurt link 

The two exchanges plan a common Index for blue-chip stocks 
and their choice is of crucial importance, writes Simon Davies 


I t was already labelled the 
year of the battle of the 
indices. But the alliance 
between the London and 
Frankfort stock exchanges 
manna the victor among pan- 
European equity bench- 
marks will emerge far more 
quickly than could have 
been predicted. 

The two exchanges have 
declared they would like to 
agree on a single family of 
benchmarks for their proto: 
type European blue-chip 
stock market 
This will almost certainly 
become the key Index for 
European equity derivatives 
and portfolio investors, mak- 
ing it a glittering prize for 
the index-providers. It will 
also have a significant 
impact on stock perfor- 
mance, since the indices 
have different constituent 
stocks. 

The choice will be a deli- 
cate one. The London Stock 
Exchange owns half of FTSE 
International (the other hair 
is owned by the Financial 
Times), which manages the 
Eurotop indices, traded on 
the Tvmiinn and Amsterdam 
derivatives exchanges. 

Meanwhile, Frankfort has 
tied the knot with Dow 
Jones’s Stoxx Indices, traded 
on the Swiss, German and 
French futures markets. 

Eurotop has had some suc- 
cess licensing the index for 
the over-the-counter deriva- 
tives market, and FTSE 


International is the more 
established international 
index brand. However, its 
futures contracts in London 
have got off to a slow start, 
while Stoxx Is trading about 
930m a day of underlying 
index value and is proving 
successful in the OTC mar- 
ket as a benchmark for mar- 
kets within the first wave of 
European monetary union. 

But Eurotop has one big 
advantage. The exchanges 
are looking for about 800 
blue-chip constituents for 
their market, and Eurotop is 
the only index-provider with 
a 300-company index. This 
also covers 70 per cent of the 
market, compared with only 
about 30 per cent for the 
Stoxx 50, making It a much 
broader reflection. 

Nonetheless, Martin 
Wheatley, one of the London 
Stock Exchange's represen- 
tatives on the alliance’s 
“project board", says: “We 
have a complex set of legal 
Issues to be resolved before 
an index can be selected." 

The outcome is of broad 
significance. From January 
l, vast amounts of insurance 
and pension fund money in 
Europe will be freed from 
domestic constraints and 
able to be invested within 
the entire euro zone of 11 
countries. 

Insurance companies in 
Europe hold assets greater 
than pension funds and 
investment funds put 


together. And for a large 
number of insurance compa- 
nies, 80 per cent of the cur- 
rency denomination of their 
assets must match the cur- 
rency of their liabilities. 

So a German insurance 
company, which could only 
have 20 per cent of its assets 
outside its national borders, 
will be able to spread its 
assets around the entire 
euro zone, from the start of 
next year. This will encour- 
age the use of regional 
benchmarks instead of 
domestic ones, sparking tre- 
mendous portfolio shifts. 

As portfolios shift from an 
almost purely domestic to a 
regional focus, fond manag- 
ers are likely to stick closely 
to a narrow benchmark of 
blue-chip stocks, so the 
selected index will have a 
particularly strong influence 
on investment. 

Sandy Rattray, head of 
equity derivatives research 
at Goldman Sachs, argues: 
“There wiQ also be a lot of 
mutual funds based on nar- 
row indices.” It is estimated 
that more than SlOObn will 
go into equity mutual fluids 
in Europe this year and that 
this sum will grow at a rapid 
rate, ghauwpning large fund 
flows into the constituent 
stocks of the most popular 
index. 

Dresdner Klein wort Ben- 
son argues investors should 
invest in 27 “Eurogiants" on 
the basis they are the only 



saying he wanted to become 
i-hafrpum. Under Swedish 
law fids would not oblige M i 
Berm et to make a ftiD bid. 
but industry observers said 
it would gfve JMm de faces 
control a«l totigbt presage a 

merger of Tryckinvest with 
Slanders. 

Tryckinvest had pre-tax 
earnings last year of 
SKrl74m on sales Of 

SKrt-fiba. 

The Canadian company 
made pre-tax profits of 
{201 .fan cm sales of < R 5 hn . 

Quebecor Is being advised 
by Warburg Milan Bead and 
Carnegie. 


Lyonnais 
trims its 
foreign 
activities 


By Robert 


la Parte 


companies in all the pan- 
European indices, and will 
therefore benefit regardless 
of which index emerges as 
the most widely accepted. 


71 


he stock exchanges have 
remained coy as to what 
their selection criteria 
will be. Institutional inves- 
tors will want a decision 
fairly rapidly, given the cost 
of alining benchmarks »nri 
therefore portfolios. 

But Mr Wheatley argues 
the decision could take some 
time, and that Institutions 
win have to take restructur- 


exchanges* choice, they win 
use another benchmark. The 
Hong Kong Stock Exchange 
still valiantly produces its 
family of indices, - while 
investors have eyes only far 
the Hang Seng. 

But by providing an offi- 
cial seal of approval, these 
exchanges will clearly be 
giving a significant tat to 
the playing field. 

The UK’s Sun n e wsp ap er 
has already christened the 
pan-Europe an rep lacement 
for the UK’s FTSE 100 index, 
or “Footsie". The paper came 
up with the “Fiibde", in 


ing hits anyway, with the jocular reference to the Ger- 
various waves of entry into man connection. 


Emu. 

The stock exchanges can- 
not necessarily dictate the 
victor. If market participants 
are not comfortable with the 


In making their final 
choice of index, the Frank- 
furt am} London exchanges 
are 'likely to be rather more 
diplomatic. 


German sex industry 
company considers IPO 


By Rodoricfc Stfldemaoa 
taBerfln 


After more than four 
decades of unashamedly 
presenting the respectable 
face of the sex industry. 
Beate CJhse is now consider- 
ing raising its profile even 
farther — through an initial 
public offering. 

Beate Uhse, the septuage- 
narian founder of the pri- 
vately-held German com- 
pany, which operates sex 
shops, cinemas, a mail-order 
business and the world’s 
first “erotic museum”, says 
she is looking at ways of fin- 
ancing expansion in Europe. 

Outside Germany, where 
the company has mare than 
60 shops either directly oper- 
ated or under franchise. 
Beate Uhse has outlets in 
Austria, Switzerland and 
Spain. “But we are not pres- 
ent in the big territories - 
Britain, France and Italy. To 
get there we need capital." 
Ms Uhse said yesterday. 

She said no final decision 
had been taken on whether 
to proceed with an IPO, but 
action would need to be 
taken In the next few 
months if the company was 
to list next year. 

If the IPO went ahead, she 
and Ulrich, her son and 
Joint-owner of the business, 
would retain a majority 
stake. The company, which 



Beets Uhse: Wants to raise profile outside Germany 


began life after the second 
world war selling pamphlets 
on birth control and oper- 
ated from Ms Uhse’s kitchen 
table, had sales last year of 
DMl30m (S71m). 

Over the past 10 years the 
company has greatly bene- 
fited from the fall of commu- 
nism and the rise of Aids. 
When the Berlin wall was 
breached in 1989 the com- 
pany was Quick to service 
one of the many desires 
untapped by the communists 
and now has around 2m 
mail-order customers in 
eastern Ge rman y, compared 


with some 3m in the 
west 

The spread of Aids has 
encouraged many couples to 
stay monogamous, according 
to Ms Uhse. and this has 
spurred demand for porno- 
graphic fflmc and magazines, 
sex toys, telephone sex ser- 
vices and titillating under- 
wear. 

The company, which 
employs 600 and is based in 

the north German town of 
Flensburg, has also expan- 
ded into multimedia prod- 
ucts and farms of distribu- 
tion. such as CD-Roms. 


Endemol takes 
50% interest in 
Groupe ASP 


By John Sapper, 


Endemol, the rapidly 
expanding Dutch television 
production company, has 
completed the first stage of 
its international strategy by 
taking a 50 per cent stake In 
Groupe ASP, the French pro- 
duction group. 

Endemol's deal with 
Groupe ASP. following its 
purchase in February of a 50 
per cent stake in Broadcast 
Communications, the UK 
production group, means it 
is now represented In Ger- 
many, Italy, Spain, the UK 
and France. 

Endemol, which speci- 
alises in producing dramas 
and quiz shows, is among 
the largest European produc- 
tion companies, together 
with Pearson Television, a 
subsidiary of Pearson, owner 
of the Financial Times. 

The big blank spot has 
been filled with this beauti- 
ful deal,” said John de Mol, 
chairman of Bndamnl , which 
declared last year that It 
wanted a presence In the 
biggest five television pro- 
duction markets in Europe. 

Mr de Mol also insisted 
Endemol’s 10-year deal with 
the Netherlands broadcast- 


ing company HMG, which is 
estimated to contribute 70 
per cent of its television rev- 
enues in the country, would 
remain substantially 

There had been specula' 
tion HMG would demand 
changes in the contract, but 
Mr de Mol raid that although 
there were “a couple of 
things that it win not hurt 
Ende mol to change In this 
deal”, it would not be 
changed radically. 

Groupe ASP, which was 
co-owned by a television per- 
sonality known as Arthur 
and his partner, Stephane 
Courhit is expected to have 
sales of FI 65m ($3L7m) in 
the year to August 81, and 
Endemol said it expected 
“considerable growth”. 

The terms of the deal were 
not disclosed, although the 
two founders will retain the 
remaining 50 per cent of the 
shares. Endemol win also try 
to use ASP as a vehicle for 
expanding farther into the 
French television market. 

Case Productions, a sub- 
sidiary of ASP, produces 
popular television shows in 
France induding La Fureur 
and Lbs Bnfants de la TUL 
Mr de Mol said these formats 
could be exported to other 
markets by Endemol. 


Credit Lyonnais, fire French 
bank, y»»t«w-a«y announced 
a further trimming of its 
international operations 
with the sale of its Austrian 
subsidiary to Anglo Irish 
Bank, and its activities in 
Denmark and Sweden to 
Dresdner Bank of Germany. 

The sell-off is part of 
moves agreed with the Euro- 
pean fiwnmfaytnn 
In return for Brussels' 
approval of French govern- 
ment restructuring aid and 
ttaah Injections, the state- 
controlled bank agreed to 
cut back its International 
network. 

The sale of Credit Lyon- 
nais Bank Austria in Vienna 
is believed to be far a near- 
token The Austrian 

hank employs about 30 staff 
and handles FFrl.ebn 
(8262m) a year in deposits. 

Tiaran O’Mahoney, a 
director Of Ang lo Irish Bank, 
said: “Our experience in 
Austria equips us to realise 
the p otential of the Crfidit 
Lyonnais acquisition. 

“We have also completed 
the purchase of a corporate 
foreign exchange rfient port- 
folio from Hambros in Lon- 
don- will the investment and 
trust business of Mees Pier- 
son in the Tale of Man.” 

Both the Danish and Swed- 
ish subsidiaries employ 80 
people and specialise in 
export finance. Both banks 
have balanced books and 
handle the equivalent of 
FFr&fibn of funds. 

The exit from these 
peripheral markets was 
announced as the French 
government appointed 
Rothschild as its adviser for 
the privatisation of Credit 
Lyonnais, which is due 
before October next year. 

Rothschild was chosen 
from a Ust of eight contend- 
ers. Crtdit Lyonnais has 
already selected Schroders 
as its own adviser. 

• Mike Rowfinson, a farmer 
senior executive of Union 
Bank of Switzerland in Lon- 
don, is moving to Den 
Dariske Bank, writes Clay 
Harris, Banking Correspon- 
dent 

As deputy general man- 
ager of the Danish bank’s 
London branch, Mr Rowiin- 
scaj will have overall respon- 
sibility for all corporate and 
institutional banking and 
debt capital markets. 

Den Danake Bank has also 
recruited Erik Wexuogren 
from Paribas of France to be 
global head of equities and 
lead its corporate finance 
and mergers and acquisi- 
tions activity in London. He 
was co-head of European 
equity capital markets at 
Paribas. 

MrRowliason had spent 10 
years at UBS and was a 
member of its executive 
committee before the merger 


Citibank launches pilot 
scheme aimed at 8Nls 

CJttt*?*, the US banking group, to leitoebtog a new dMafoq 
aimed at smsfl to medtomrelzad compariaa, partfcufcrtytn 
Asia. The scheme, CWBusbres. b befog (died out in sewn 
ptot countries, including Hong Kong. Taiwan and Matajafe. 

In Hong Kong alone the bank says there are more ihm 
300,000 smaHto medfom afeed companies. 
tight and the aasxxrtccontStlorwrxri as favourable, we saw 
this p ro portion making all the more sense, and pttfted ahead 
hop»Hj at* Htfcltve could help aflevjate some orthe dRori- 
ttae email w^roedbrn sized busfoeseee ere facing today,* 
the bank safet' - 

‘ GompanMe with ah annuel aalee turnover betow.HHMOOm 
($S2m)wH be offered a range of corporate banking amices. 
Including aaset-backsd fina nc in g, trade finance, cash man- 
agament and foreign aatehanpa mana peme n In addition, Qfl- 
bank is bolting on a number of aervfces, IndudBng seminars 
whfch wfl look at the problems faced by amaBar buabwreaa. 
Louies Lucas, Hong Kong 

TOWER ■ . • 

Indonesia may delay projects 

Genera! Electric and Mission Energy of the US, PowrQan of 
the UK and Siemens of Germany could see Indoneelan power 
projects delayed because the grid no longer needs the etao- 
trtetty, according to Indone si a's power utility director. 

Qjtteng Maraud, president of Perueahaan Ustrft Negara, 
tdd parliament tint Patton I and II, under construction In east- 
ern Java, couki be delayed because PLN already faces a 
power glut and cannot pay for private power It does need. 

Mission Energy, General Electric end Mitsui had hoped to 
start up Palton l in November. Patton n. on by Stamens and 
PowwGen, was due to open next year. Planned in v e s tment at : 
the plants b around $2£bn each. Both Include local partners ( 
tied to former president Sitoarto. 

Mr Djtteng said earlier that PLN would make a net lose of 
Rp5,600bn ($384m) only If PLN received another RpS^OObn 
government si&skJy and the ruptah stabflbed at Rp6,000 to ! 
the dollar. The rupiah weakened to Rpl 5,500 yesterday and 
subsidies are far from secure. Sander Thoanes, Jakarta 


LEISURE 

Cofir launches hotel networic 

Cofir, the Spanish wine and hotels group prapartog an ADR 
issue, said yesterday It was launching a networic of two-star 
hotels to broaden its market share in Spain, where It operates 
66 units In the upper segment of the hotel sector. In an initial 
p ha se, NH. the group' 8 hotel arm, win spend Pta7.5bn ($48m) 
over the neod 30 months on 20 hotels, half of which wfll be 


' The InttoUve follows a fated partnership attempt last year 
between Coflr and France's Accor that Involved opening 70 
two-star hotels in Spain over seven years under Accor’s Ibis 
brand name. The venture was wound up after management 
disagreements and MH wifl now operate a slm8ar network, 
cated E xpre s s, on its own. 

NH said It was also dose to securing a hotel property In 
Buenos Aires, the first unit of a planned expansion in Argen- 
tina and elsewhere in Latin America. Coflr, which controls a 
number of upmaricst Rioja wineries, bought the 34 per cent of 
NH that it did not own last year from the chain’s founder, and 
the hotel business new represent s 67 per cent of the group's 
assets and 58 per cent of its sales. Total revenues at NH 
eftnbed 22.35 per cant in the first half of this year to 
Pts14Hbn, b e c a use of increased occupancy and Improved 
price margins. 

The group is one of a handfii of Spanish companies that 
has obtained permission from the Securities and Exchange 
Commission to trade In Bated, over-the-counter depositary 
receipts. It pioneered widely held stock ownership on Mad- 
rid's Balsa after a large grotp of International investors 
acquired a 48 stake in the group hi 1966 from Cario de Bene- 
detti, the Italian financier. Tom Bums, Madrid 


JAPAN 


Isetan to merge with partner 

Isetan, the Japanese department store group, is to merge 
with its property aftiBate. Universal Estate, on October 1. The 
move is akned at achieving efficient use of group assets. 

Isetan, which has a 17 per cant stake in Universal 
md wil issue 21 of Hs shares for one share of Universal 
Estate. Isetan wil Issue 1.74m shares with the merger pro- 
posal 

Other leading sharehoklora to Universal are Tokyo 
Ufa Insurance and Secom, each with 10 per cert, with Tokyo- 
MJtsublahl Bank holding 5 per oent 
Following the merger. Isetan said it expected to post a par- 
ent pre-tax profit of Y13bn $8Sm) on revenue of Y435bn In 
the yen- to March 1999, and a pre-tax profit of Y1&3bn on 
revenue of Y439.3bn the following year. AFX-Aste, Tokyo 

THE NETHERLANDS 


0 


which created Warburg Dil- 
lon Read. 

Most recently head of 
structured financ e, he had 
also been global head of 7n«n 
syn d ications and functional 
head of real estate fanniy 
and securitisation for 
Europe. 


Oce lifts on copier sales 

Ocd, the Dutch reprographics group, lifted second-quarter net 
73,71 ($36rn)l 00 * ’S per cent rise In 
sales to H 1-54bn. &owth was strongest in its main Bne office 
sy«ems, largely comprising copiers. 

splte ** a 20 P® - owt increase in finan- 
to F L 35m ’ 81X1 a WBher lax burden. For the fast 
aixmonths. earnings were up 25 per cent at R 128.5m. 

openhg higher, ended FI 4.30 down on 
thedayat R 84.20. The group said at the same time It had 
taken over Groupware Technology, which for the last five 

Buto f n ? k ? n devised by the Cleveland, 

****** C0 P fere * 

multiple locations. Gordon Cramb, Amsterdam 


ITALY 


Russian banking sector shaken by failures 


By Cbariet Ckmr In Moscow 

Russian banking has been 
shaken by two high-profile 
bankruptcies, boding ill for a 
sector already jittery about a 
possible devaluation of the 
rouble. 

On Wednesday, the Rus- 
sian central bank announced 
that Unlkombank. the coun- 
try’s 34th largest, would be 
taken over, while last week 
saw the failure of a rescue 
attempt for Tokobank, the 
17th biggest 

Unlkombank, with assets 
of about Jibn, was taken 
over by Oneximbank, the 
fourth largest Russian bank. 


With Unlkombank, Onexim- 
bank will have assets equiv- 
alent to SA5bn, according to 
Holger Mueller, banking 
analyst at Fleming UCB, the 
Moscow investment bank. 

Little is known, however, 
of the quality of Unikom- 
bank's loan portfolio or how 
much Oneximbank will have 
to invest 

Meanwhile. Tokobank’s 
creditors can expect to suffer 
losses of at least 20 per cent 
according to analysts, if no 
new investor is found. 

The Bunk of Moscow, con- 
trolled by the city govern- 
ment, agreed in May to 
invest $I50m in Tokobank in 


t 


return for a majority equity 
stake. But last Friday, the 
central bank withdrew from 
the deal after discovering 
that the required inv&bnent 
would be three times the 
original es timate . 

Andrei Sedin, head of risk 
management for Tokobank 
and a member of the board 
of directors, says the group 
suffered from a short-term 
cash flow problem, depend- 
ing too much on short-term 
borrowing from foreigners to 
make long-term loans. When 
the Asia crisis struck, the 
supply of foreign funds dried 
Up, plunging Tokobank into 
Insolvency. 


Analysts point to the fact 
that the bank held forward 
dollar contracts worth H4bn. 
or 50 times the bank's capi- 
tal. From the beginning of 
the year unto last month, 
Tokobank unwound $8bn of 
these contracts, with 
unknown losses, they say. 

But Mr Sedin argues that 
these contracts were evenly 
hedged between sell and buy 
orders. "The problem with 
the hank is not with forward 
deals but with liquidity." 

The composition of the lia- 
bilities of the Russian bank- 
ing system is not dear. Ana- 
lysts are unanimous that 
many other banks might 




also be vulnerable to an 
interruption of foreign 
credit. Reliance an foreign, 
doHar-d snominated borrow- 
ing to fUnd lending in rou- 
bles, as Tokobank did, would 
leave many exposed to any 
devaluation of the Russian 
currency. 

In addition, the banks 
have amassed $355bn'ln out- 
standing forward dollar coo- 
tracts - more than three 
times the combined assets of 
the banking sector. This, 
however, covers all contracts 
- buy and sell - so the fig- 
ure says little about how 
well the banking system is 
hedged against devaluation. 


Experts are not optimistic. 
“A 10 per cent devaluation of 
the rouble would lead to 
untold losses in the Rnastm 
banking sector,” Vladimir 
Vinogradov, vice-president 
of the Association of Rnsslan 
Bankers, said yesterday. 
“This would cause insol- 
vency in the Russian bank- 
ing sector as a whole." 

Only a handful of banks 
have attracted gfgntfinm it 
household deposits or built 
up long-term industrial Irvqg 
portfolios. Most function 
essentially as a treasury for 
their shareholders, and lend 
pr^luminanfly in the mark e t 
tor government debt 


BNL prepares for IPO 

o' ’ he 
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happen right after the summer hofidays," he sakL “At the 
s^^^wiffjcanytbrjrartihepossfo^as^ 
puent sale of part of the part of foe capital left In mhfir* hands 
to^bank,a group of banks, or ^i^rawhom^rtbekM^ 9 

Banco Bilbao Vizcaya of Spain for 10 ^ 

Mr Ciampi add yesterday there was 
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For a bank 

to help its clients 
take advantage 
of change, it must 
change itself. 

Union Bank of Switzerland and Swiss Bank In a fast-changing world, now we can better 
• Corporation have joined to form a bank help our clients seize the opportunities 
with assets under management of more that change presents, 
than USD 1000 billion, ranking among the 

top financial services firms in the world. Welcome to the new UBS AG. 
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BRAZILIAN ENERGY PRIVATISATION GROUPING LED BY GRUPO REDE BUYS COj^UJN g STAK E IN ELECTRICITY DISTRIBUTOR 

Celpa sold to consortium for R$450.3m 


NEWS DIGEST 


By Geoff Dyer 
taSflo Paulo 

The privatisation of Brazil's 
energy sector took another 
step forward yesterday when 
a consortium led by Grupo 
Rede, a Brazilian utility, 
paid RS4 50.3m t$388m) for 
a controlling stake in Celpa, 
the distribution company in 
the northern state or Para, 
Celpa is the 14th Brazilian 
electricity distributor to be 


sold in an energy privatisa- 
tion programme which also 
includes the country’s huge 
generating capacity and 
which could see S30bn-$40bn 
of assets transferred to the 
private sector. 

The Grupo Rede-led con- 
sortium was the only bidder 
for the 31.25 per cent stake 
in Celpa in an auction at the 
Rio de Janeiro stock 
exchange and offered the 
minimum price the state 


government had asked for 
the shares. 

The other member of the 
consortium is Inepar, a Bra- 
zilian telecommunications 
and electrical equipment 
manufacturer. The National 
Development Hwnlc provided 
finance for half the mini- 
mum price. 

Celpa covers the eastern 
part of the Amazon region. 
In November, the same bid- 
ders paid R$391.5m for 


Cemab the distribution com- 
pany in the neigh-bourtng 
state of Mato Grosso. 

Jorge Queiroz, president of 
Grupo Rede, which also 
owns four energy companies 
in the state of Sao Paulo, 
said the group was 
interested in bidding for the 
distribution companies in 
the Amazon states of Acre 
and Rondonia. which are 
due to be privatised nest 
year. 


Mr Queiroz added that 
Celpa would need immediate 
investment of RgllOm to 
reduce Its unusually high 
energy -loss, ratio of about 38 
percent 

Rodolfo Andrian t; presi- 
dent -of Inepar Energia, said 
the group, which has stakes 
in energy generation pro- 
jects in both Brazil and 
Argentina, was considering 
a number of invitations to 
take part in the privatisation 


of GerasuL the first of the 
five large generation compa- 
nies to be sold. 

Earlier this - week, the 
government said it would 
sell a controlling stake in 
Gerasul on September 1 for a 

minimum price of R$945m. 
The government is now 
expecting to raise US$27bn 
from privatisations this 
year, including the planned 

sale of Telebrfis later this 
month. 


Lucent pays $117m for LanNet 


By Roger Taylor 
to San Francisco 


Lucent Technologies, the 
telecommunications equip- 
ment company, is buying 
LanNet, the Tel Aviv-based 
supplier of computer net- 
working equipment, for 
$117m. 

Lucent has been rapidly 
expanding its data network- 
ing division through acquisi- 
tions to take advantage of a 
market growing far faster 


then the traditional tele- 
phone equipment market 

Since September it has 
bought Livingstone Enter- 
prises. Prominet Corporation 
and Yurie Systems, wbicb 
all build networking equip- 
ment 

Bill O'Shea, president of 
Lucent's Data Networking 
Systems group, said LanNet 
would expand the company's 
range of “intelligent 
switches" for office net- 
works. Intelligent switches 


are machines capable of rec- 
ognising different types of 
data traffic and handling 
them accordingly. 

Mr O'Shea added that the 
market for this type of 
equipment was growing at 
more than 20 per cent a year. 

In May. Richard McGinn. 
Lucent chairman and chief 
executive, said: “The issue 
for our customers is how to 
offer the same quality of ser- 
vice in the data world as we 
do in the voice world.” 


Lucent Is buying LanNet 
from Madge Networks, the 
UK-based network equip- 
ment group which bought 
LanNet for $300 m in Jane 
1996. Madge said in April it 
intended to spin off LanNet 
The cost of the deal, after 
deducting cash on LanNet's 
balance sheet, would he 
$73m. LanNet said it had 
revenues of about $25 tn a 
quarter and was “slightly 
profitable" in the first quar- 
ter of 1998. 




Richard McGinn 


quality to data service 


Change of tack takes radio into the US media mainstream 


A touch on the brakes by 
the US Justice Depart- 
ment may have slowed 
the bell-for-leather pace or 
consolidation in tbe radio 
industry, but it has had no 
noticeable effect on the 
direction of one of tbe lead- 
ers of the buying spree. 

Having watched as 4.000 of 
the nation's 11.000 radio sta- 
tions changed hands in the 
past two years. Joel Klein, 
assistant attorney general, 
intervened in April when he 
objected to a deal which 
would have added four local 
stations to Chancellor 
Media's collection of 108. 

“As tbe radio Industry 
continues to consolidate in 
the wake of the Telecommu- 
nications Act of 1996, we will 
continue to seek relier where 
radio mergers harm the com- 
petition that helped make 
radio an effective and afford- 
able way to advertise." he 
said. 

Chancellor promptly 


Chancellor's $1.5bn Lin buy highlights operators' strategy, says Christopher Parkes 


changed tack and started 
adding other assets offering 
cheap and affordable adver- 
tising opportunities: bill- 
boards and. this week, local 
TV stations. 

With tbe agreed ll.Sbn- 
plus purchase of Lin Televi- 
sion's dozen local stations, 
the company augmented the 
13.000 billboards which came 
with last month's $610m 
cash buy of Martin Media, 
and started its transforma- 
tion from a pure radio group 
into a mixed-media group. 

Funding and inspiration 
for the strategy have come 
from Tom Hicks, chairman 
of Hicks Muse Furst & Tate, 
a Texan leveraged buy-out 
specialist formed in 1989 and 
which has sprung to promi- 
nence since the Telecoms 
Act eased restrictions on sta- 
tion ownership. 

Before 1996, Hicks Muse 
had been best known for 


deals which gave it control 
of tbe maker of Bumblebee 
canned fish and the Chef 
Boyardee canned and frozen 
pasta products. 

Since then, consolidation 
of radio has seen a former 
cottage industry reborn as a 
mainstream media business, 
in a process which has seen 
sector stocks rise fivefold 
since 1995. Infinity Radio, 
built up by Mel Karmazin, 
who In 1996 sold it to CBS, 
was one of tbe driven of the 
process. 

Hicks Muse was never far 
behind, and even today, com- 
bined annual revenues from 
its radio interests of $1.5bn 
equal those of CBS' radio 
division. As well as a 9 per 
cent stake in Chancellor, tbe 
firm controls Capstar Broad- 
casting. another radio group 
which specialises in stations 
serving small- to mid-sized 
markets. 


Hicks Muse, which will 
double its stake in Chancel- 
lor to 18 per cent through 
the i -in merger, bought i.in, 
apparently as part of a 
stand-alone TV business in 
March. At the time, analysts 
assumed It would form the 
basis for a ' ‘b uy-and-bmld" 
television station operator, 
but as it emerged this week, 
Mr Hicks' intentions are 
more complex. 

M r Hicks - who made 
his reputation in tbe 
LBO business in the 
1980s with buy-outs of the Dr 
Pepper and Seven Up bever- 
age businesses - demon- 
strated his buy-and-bulld 
technique five years ago 
when he paid chemicals 
group DuPont $370m for its 
Berg Electronics division. 

Within two years. Berg 
had bought six related com- 
panies in run-of-the-mill elec- 


trical components, and 
joined the industry’s leaders. 

A similar process seems to 
be under way with the firm’s 
ventures in buying cine mas, 
another industry considered 
ripe for consolidation. 

Until recently. Chancellor 
Radio, established in 1994, 
and Capstar were following 
the same track. 

Although revenues are 
growing at about 10 per cent 
a year as advertisers seek 
alternatives to costly televi- 
sion slots, and as radio oper- 
ators exploit cost efficiencies 
resulting from acquisitions 
to offer competitive rates, 
the Justice Department's 
intervention served notice 
the US acquisitions boom 
may be e nding . 

Nevertheless, that appears 
to offer little hindrance to 
Mr Hicks' declared aim of 
building a significant media 
corporation. The Telecoms 


Act, which allows a single 
company to own up to eight 
stations in a single market 
and control up to 35 per cent 
of a market's advertising 
dollars, still allows plenty of 
flexibility for adding sta- 
tions. 

Big buys may be compli- 
cated by the Justice Depart- : 
ment's insistence that own- 
ership boundaries may not 
. be over-stepped, but that has 
not prevented Hicks Muse 
reviewing the possibility of 
combining its media assets 
with those of Jacor Commu- 
nications, which has about 
200 stations. 

With a market capitalisa- 
tion of more than $2.5bn, 
Jacor would represent Hicks 
Muse’s biggest investment to 
date. Biff after raising $2.5bn 
from institutional investors 
last year, and another fund 
of more than $3.5bn In the 
planning, money is likely to 
be much less of a problem 
than the watchful Mr Klein. 





US billboard 
industry sees 
strong growth 


Leading US consumer 
products makers are turning 
increasingly to outdoor 
advertising to supplement 
promotions on television 
and radio and in tbe print 
media, writes Christopher 
Parkes in Los Angeles. 

Consistently lower costs 
and improved poster-making 
technology helped tbe indus- 
try increase sales last year 
to the nation's top 25 adver- 
tisers by 32 per cent, accord- 
ing to Competitive Media 
Reporting, a monitoring and 
research company. 

Cable television improved 
22 per cent, while broadcast 
networks - which still claim 
the biggest national audi- 
ence - increased their reve- 
nues from this group of 
advertisers by less than 10 
per cent 

Billboard companies have 
been selected as acquisition 


targets by Chancellor Media, 
the fast-growing radio and 
television company which 
specialises in small to medi- 
um-sized regional and local 
markets. 

According to the Outdoor 
Advertising Association, the 
cost of reaching 1,000 poten- 
tial consumers with a bin- 
board starts at 77 cents for 
an eight-sheet poster, com- 
pared with more than $5 for 
slots In prime-time radio 
during the morning and 
evening commuting periods, 
and up to $18 for commer- 
cials during prime-time 
network television pro- 
grammes. 

The billboard industry, 
which promotes itself with 
the slogan “It's not a 
medium, it's a large", said 
film studios, led by Walt Dis- 
ney, were among the biggest 
spenders last year. 


VENEZUELA ' 

Aluminium sale priced at 
low end, Caracas admits 

The Venezuelan government has admitted that the S1.55bn 
base price for the July 15 sale of the state aluminium complex 
is at the "low end" but insists the coloi try wifi benefit through 

long-form investments in the Industry. It’s a more r ealisti c 
and attractive price, one 'that reflects the state of the com- 
pany," said Pedro Carmona, chief consultant to the govern- 
ment's privatisation agency, FIV. A previous attempt to sefl 
the Venezuelan Aluminium Corporation failed In March after 
three International consortia withdrew successively over tha 
contractual terms aid a base price of $2.1 bn. 

The government has now revised some of the terms, 
Including labour and electricity costs. Yet the winning bidder 
is still required to Invest S500m towards the plant’s moderni- 
sation and environmental clean-up, albeit over a longer 
period. The corporation is also saddled with debt of $1 -25bn. 

Two In ternati o nal consortia have qualified to bid for a 70 
per cent stake In the 630,000 tonnes a year complex, one of 
the world's largest The remaining shares will be sold to 
employees and domestic aluminium processing companies. 
Raymond Cofitt, Caracas 

ROYAL DUTCH/SHELL 


Brussels approves Exxon link 

The European Commission has given its conditional approval 
to a proposal from Royal Duteh/ShefI, the Angto-Dutch group, 
and Exxon, to put their lubricant and fuel additives businesses 
Into a Joint venture. The Commission said Exxon would have 
to sell most of its “viscosity Index improver* business to rival 
Chevron in order for the proposed link-up with Shed to be in 
line with EU competition rules. Robert Corzine 

PHARMACEUTICALS 


Abbott advance surprises 

Abbott Laboratories, the Chicago-based pharmaceuticals and 
medical equipment company, yesterday reported second- 
quarter earnings a shade higher than most analysts had 
expected, despite the impact of the relatively strong US dol- 
lar. The group said that ft made after-tax profits of $5 86m in 
the quarter to end-June, up from $522m a year earlier. Earn- 
ings per share rose by just over 15 per cent to 38 cents. 
Analysts forecasts 1 had averaged about 37 cents, according 
to the First CaH research firm. 

The overall sales total rose to $3.07bn, up 5.7 per cent 
year-on-year - although Abbott said sales would have been 
up by 9 per cent but for foreign exchange movements. The 
strongest growth came on the hospital and laboratory prod- 
ucts division, where there was a 9 percent sales rise to 
$1.33bn and an underlying rise of 12.4 per cent without 
exchange rate factors. On the pharmaceuticals side, sates 
were up by 3.5 per cent, to $1 .73b n. 

The second-quarter results left Abbott reporting after-tax 
profits of $1.17bn In the first half of 1998, up from last time's 
$1.06bn. NBckf Tail, Chicago 


INVESTMENT BANKING 

Deutsche keen to replace team 

Deutsche Bank has made the replacement of the US technol- 
ogy specialist team which defected last week to Cretflt Suisse 
First Boston a high priority. One reason for urgency is the 
need to retain the loyalty of Deutsche's European technology 
team which turned down the chance to Join Frank Quattrone 
and some 70 colleagues in the move to CSFB. 

The German bank, however, is not believed to have any 
specific deals close to fruition. Moreover, its desire for a quick 
solution strengthens the bargaining position of potential 
recruits or acquisition targets. 

Michael Philipp, worldwide head of equities, has sounded a 
note of desperation in a conference call intended to boost 
morale. Accorrfng to the Bloomberg news agency, he told US 
staff the Quattrone team's departure had left a "gaping hole", 
adding: “If we don't do anything, we're sitting here dead In 
the water." Clay Harris, Banking Correspondent 


ENERGY 

Enron consortium wins project 

A consortium led by Enron, the US energy company, won a 
$64 Dm contract to expand a natural gas project In eastern 
Venezuela. The group is to build, own, and operate two gas 
extraction plants with a total capacity of 800m cu ft per day. 
“With this tender we are opening Venezuela’s gas sector [to 
private Investment],’’ said Nelson Bor] as, vice-president of 
POV Gas. a subsidiary of stare oil company PDVSA. 

Enron's partners in the consortium are Accra Barbados, a 
subsidiary of TransCanada Pipelines, and Venezuela’s Tecno- 
consulL The companies said the stake each will hold is yet to 
be defined. The operation is scheduled to begin In 2001, after 
which PDV Gas will pay the consortium a production fee over 
20 years. Raymond Colltt 

Comments and press releases about international 
companies coverage can be sent by e-mail to 
intemational.companiesGfLcorn 


Inco agrees to sell aUoys unit 


v\v Wiv.e in 11 .1 r?oir.- to.-- cv -I-. Ihyn .-..II in ...wv .Marriott hotel, we provide rooms where 
vO" -nr. • -po-.I i *.'• ... I.rp’cp. 1 1 t -?!■:- pho a fcinjc J»:si and a tomfoi table bed fn loci wherever you 

ora hi th.? A vCr'« M c? a:.'!- :'j ‘I-.-; •.<» -ah:. -.•"•ijr business whili.- w* .jel on with outi making sure you are 
100'- s r-tmi't-rubk- <>■ «»:<■ iOO bji-l s wo.fchv.rf* .ncfudn.j 27* in the UK. call 0800 221 22 2. 


Qr Scott Morrison in Taranto 

Inco, the world's largest 
nickel producer, has agreed 
to sell its alloys operations - 

its last large non-core asset 
- to Special Metals, the US 
super-alloy producer, for an 
expected US$408m. 

The sale is part of the 
troubled Canadian compa- 
ny’s strategy of divesting 
non-core assets to focus on 
its primary metals business 
and to raise funds to develop 
its Voisey’s Bay nickel proj- 
ect 

While the purchase price 
is subject to adjustment - 
based on Inco AUoys Inter- 
national's net worth up to 


closing - Inoo said it expec- 
ted to record an after-tax 
gain of approximately 
US$73m. 

Net proceeds from the sale 
of US$395m will go toward 
reducing Inco's US$1.6bn 
debt Analysts said the sale 
is a small positive long-term 
step for tbe troubled com- 
pany, which has been bit 
hard by slumping nickel 
prices. 

A previously agreed sale of 
Inco alloys division to the 
Blackstone merchant bank- 
ing group for US$410m was 
blocked by the US Justice 
Department due to antitrust 
concerns. 

The sale to Special Metals 


is also subject to regulatory 
approval. Including antitrust 
clearance, but observers 
expect the transaction to 
proceed- Special Metals, 
which had 1997 revenues of 
US$l86m, produces super- 
aUoys primarily used in the 
aerospace industry. Both 
Inco's and Blacks tone's alloy 
operations produce flat- 
rolled products. 

Analysts said the sale 
should provide Inco with 
more financial flexibility to 
more ahead with the Vois- 
ey*s Bay project. This, the 
world's largest undeveloped 
nickel deposit which Inco 
acquired for C$4.3bn, has 
been delayed by environ- 


mental and land r.faim dis- 
putes with Newfoundland’s 
native groups. 

Development has also been 
hampered by a stalemate 
with the provincial govern- 
ment, which insists the the 
project proceed as planned. 
The company maintains that 
tbe fall In price of nickel has 
rendered economically 
unviable its original pro- 
posal to invest US§l.4bn in a 
mine and smelter. 

Lower metals prices has 
prompted Inco, which has 
recorded two consecutive 
quarterly losses. to 
announce earlier this year a 
restructuring plan to cut 
jobs and reduce costs. 


you've you, osv* <nvtyH\i^. 
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Plagued by Vietnam’s heartbreak hotels 

Foreign developers are feeling the consequences of over-ambition, writes Jonathan Birchall 



Unfinished business: the country's hotel sector has turned Into a 


Panes 


L ast November, the new. 
3W-room Sheraton hotel 
ui Hanoi, the Yietnam- 
tw capital, was preparing to 
welcome its first guests. 300 
stall had been recruited. and 
the kitchens had served 
practice meals under the 
watchful eye nf the general 
manager. 

Now. just over six months 
later, the staff has Rone, the 
phonos have been cut off. 
and the 18 storey building 
stands empty. 

“They've run out of 
money." said a cub driver by 
the closed hotel gate. Even 
before it was completed or 
occupied, the Hanoi Shera- 
ton is up for sale, along with 
other hotels in Malaysia and 
South Africa owned by 
Faber Group, a division of 
the troubled Renong con- 
glomerate. 

Meanwhile, at an adjacent 
site, work has all but 
stopped on the Lien Wes- 
tlake Hotel, a low-rise, 400- 
room development backed 
by Sonoie Lien, the Singapo- 
rean private investor, and 
Malaysia's Porn as Holdings. 


According to Emile Thai, the 
project’s general manager, 
the building is SW5 per cent 
complete, but there is no 
firm opening date. 

“Judging from the eco- 
nomic crisis in Asia and the 
business climate here in 
Vietnam, we are definitely 
not planning to open this 
year," says Mr Thai. “Maybe 
in the first or second quarter 
of next year." 

Over the past six months, 
Vietnam's hotel sector has 
become a monument to the 
over-ambition of investors 
who came to the country in 
the early 1990s. Add in the 
effects of the regional eco- 
nomic crisis, and Hanoi has 
turned into an hotel develop- 
ers' Armageddon. 

Five years ago. the city 
bad only one luxury hotel, 
the Sofftel Metropole. Fop 
eign business people, flock- 
ing to a country billed as die 
next Asian tiger, found 
themselves paying up to $100 
a night for a room in a guest 
bouse run by the Vietnam- 
ese army. Subsequently. 
Asian investors poured more 


than $400m into almost a 
dozen luxury hotel develop- 
ments in the capital 
Hanoi now has four luxury 
hotels, two of them com- 
pleted in the past nine 
months, with more than 
1-200 rooms. Apart from the 
Sheraton and the Lien Wes- 
tlake, three hotels were 
heading for completion this 
year, including the 260-room, 
Japanese-backed Hotel 
Nlkko Hotel, and the 300- 
room Hanoi Hilton, backed 
by French investors. 

T he Asian crisis, mean- 
while, has produced a 
sharp drop in the num- 
ber of visitors in an oversup- 
plied market In the first six 
months of the year, tourist 
and business arrivals In 
Hanoi and Ho Chi Minh City 
dropped 10 per cent on the 
previous year, to about 
800,000 people. 

With occupancy rates as 
law as 15-20 per cent at some 
of the newer hotels, and 
room rates heavily dis- 
counted, hotels are strug- 
gling to meet operating 


costs. At the 411-room Dae- 
woo Hotel, which opened in 
early 1997, expatriate staff 
has been cut reduced and 
staff lighting and air-condi- 
tioning reduced to save 
money. 

Apart from the Faber 
Group, other Asian investors 
are under pressure. Daewoo 

is facing re str ucturing in 
Korea, raising questions 
about its readiness to main- 
tain its investment in its 
Hanoi hotel. There are simi- 
lar questions about Indones- 
ia's Ciputra and PT Metro- 
politan Groups, both 
Investors in the J58m Hori- 
sod Hotel, which opened in 
November, and about the 
future of the unfinished. 
S70m Centre Hotel in the 
centre of Hanoi, built by 
Thailand's SAS Trading 
Company. 

Sources close to the Faber 
Group’s Sheraton project say 
the contractor, Hong Kong- 
based Gammon Interna- 
tional, is still owed money 
and that about $10m is 
needed to complete the 
development A new owner 


of the West Lake site would 
also have to work with 
Faber's existing local part- 
ner. Ho Thy Corporation, an 
investment arm of the ruling 
Vietnamese communist 
party. 

Outside Hanoi there are 
similar difficulties. In Ho Chi 
Minh City, a planned Grand 
Imperial Hyatt rem ains half- 
finished - evidence of the 
problems affecting the prin- 
cipal Malaysian investor. 
Pengkalen Holdings. The 
opening of the city's new 


Saigon Marriot Hotel, backed 
by Japan's Kotobuki Hold- 
ings and 90 per cent com- 
pleted, bas been indefinitely 
delayed. 

Meanwhile, James Lang 
Woo ton, the property consul- 
tants. and Host Marriott Cor- 
poration, of the US, have 
formed a Singapore- based 
joint venture which they 
say is seeking “a unique 
opportunity to acquire 
quality hotels in Asia at 
significant discounts to 
replacement costs". Vietnam 


will be included in it's brief. 

However, according to 
Malcolm Kerr, of the Hong 
Kong-based Kaplan Consult- 
ing Group, new investors 
will be wary of Vietnam's 
reputation as a difficult 
place to do business, while 
hotel bargains are becoming 
available elsewhere. 

“People will be looking for 
countries where there has 
been sig nifican t depreciation 
of assets, and where the 
legal position on ownership 
is clear," he says. 


O&M and 
Singleton 
form link 

Ogilvy & Mather Worldwide, 
part of WPP Group, and Sin- 
gleton Group, a leading Aus- 
tralian advertising agency, 
are merging their advertis- 
ing operations in Australia 
and New Zealand, writes 
Rnsseli Baker in Sydney. 

Singleton. Ogilvy & 
Mather Holdings will be two- 
thirds owned by the Austra- 
lian-listed group and one- 
third by Ogilvy. 

John Singleton, chief exec- 
utive of Singleton, said he 
had been exploring affilia- 
tions with international 
agency groups and Ogilvy 
represented “an excellent fit 
with our client base, our size 
and philosophies". 

He added; “The combina- 
tion of our Australian-ness 
and Ogilvy's established 
international network gives 
us a unique position in Aus- 
tralian advertising." 

Geoff Wild, chair man and 
chief executive of Ogilvy, 
said the merger accorded 
with his group's objective 
“of being in the top Gve 
agencies in every country’ in 
which we operate". 


Order of Court 

Notice of Preference Scheme Meeting 1 

IN THE HIGH COURT OF SOUTH AFRICA Case number 98/14903 

iWrnVATERSRAND LOCAL DIVISION 1 
JOHANNESBURG, 29 JUNE 1998 
m tfar ex para- apptkuninn - 

CONSOLIDATED METALLURGICAL INDUSTRIES LIMITED AppGcaat 

(Incorporated in the Republic of South Africa) 1 Reparation number 75/00230/06} 

CCMT or “the Applicant"! 

IN THE HIGH COURT OF SOUTH AFRICA Case number 98/ 14903 1 

( WITWATERSHAND LOCAL DIVISION) 1 

JOHANNESBURG, 29 JUNE 1998 1 

in the ee poor applkation- 1 

C(»iSOLLDATED METALLURGICAL INDUSTRIES LIMITED Applicant 1 

(Regiatratkni nnmbg 75/00230/06) (Incut porated in Ae Republic of South Africa] R 

("CMror'iheAppBcmin I] 

Ifcon tfar morion of amuri for the Applicant, and upon reading the notice of motion rad other doaumns Sed of mnid ■ 

IT IS ORDERED THAT - 

1. A mcctaglliir "Scheme Meeting"! be rammed in terms of srciion 31 1(1 )oT the CUmpanieiAa. 197J (Act 61 of 1573). as amended rtbeAcTL of the holders of thr 10% anmrijircr awm-tible preference 

■tuia oj HtnwmnAariliUfjA'jii rryUtrr^A th. l Hr ri«y «jturrlayc. ««inAq»» and pphfir hnlkfay«} Mrrrinflnlhrr 

ttun Seddcki/a South African Hoklmpi (Proprietary) UmataJ rSatfeUoraT) (“iMSdicnte Members*]. bribe chairman mentioned in paragraph : of tba Order, ic be faeM a 0930 (or «> toon thereafter ts 
die Sdtrmr of Amnpmcnf in mm of Section 31 1 oi the Act proposed bp Sodcldon between CM1 and Its ardmary shareholders, odier than 50delrfcm. io be hdd at OfeOOoo Tuesday. 28 biy 1998. dull have 
been OmdlMkd ill jdwoxoedl on IbesdlT, IS hjfy IW« « ihr «|ndwam'» ■ rparcrA nflfar. CV«M«]id«u«l UniltS-fl, rnmrr Pm Harrianw W— _ lot. NVH, >Hrp.i.p~r nt mrl 'it 

■IgfmrdHr.appwiemfiiinthotMtdmmm^ilfcfjt^.itgSehemerfAriTmpemenrdMFdaliity 1VW |^SriiM»ie*),h«<w« thr Applhameid riwSdsemg Mamba* as mnnmerfmaimmreC in thr Bounding 
AlDdnu. 

2. Chutes Leonard VaDon, a difceior of attorney* Bowman GBfillm Haymen Godfrey Incorporated lor, bating bim. cudi other independent Money or advocate nominated by WMbcmus). be and is hereby 
apjKunted tr. chairman ot the Scheme Meet mg with atuhonrr to - 

2.1 appMMioMmrm bribe purpnsr of the Sd«ieMcctiii£ 

L2 determine thr rabditj- wd auepuNdy t4 form of proxy submitted for the Scheme Meeting: 

Lt adjourn tbrSiJ>iancMe«tiii(i faun time tu time if be cmaicr* a hneocBBiT to da M; and 

2.4 dnermmr the procedure m be inQmnJ at the Scheme Meeting and any achoununaU thereof 

,V nioOfJrt nl G«on and a MMkv urnneungthr Scheme Meeting tfffl be puNtshnl aacc in cad) of Busmen Day. fleeiA The Soitday Tune*, Bniinm Report and thcGorernmouGMeneai least 2 Itwo) week* 
hetnrr the date »rf the Scheme Mmmg. The uud notxr jh*8 cute - 

3.1 the limt. date and ut»ur of the Scheme Meeting; 

U that ibe Scheme Meeting ha* been Mimmoncd m terms of thii Outer to consider and, if deemed 6, afproxr wkh or without inodifialwn. the Scheme-. 

.V.l that a uap* of i ha Order and the term* id the Scheme may be Utrpcvird during normal banners hoar* a any time poor m the Sthenic Meeting ar Ac registered office of ibe ApfJaam. beam GamolidateJ 
Budding. C.wner Ft» and ) Urttum Strecte. lohma«iwg.2WI IPO Bar 590. lohaimabing. 2000); and 
).4 dial a oi|>y of tbs Onkr and ihrnrlanaKirv statement in Kim* of kobo J12I Hof ibe Ad may be ufabined upon request by any Scheme Member fax at charge from she Applicant ai the time and pba: 
rnentmcdm paragraph aJmibnUnk-i 
'« GOpwof- 

t.I thr nuthr iimmnnp the SHvmr Mrmnn auadwd wtbf papetr before die abwrelbniouiaWr Goner. Jwwrnu the tone, dam and pb»rai ibe 5clieae Afaeanp 
<2 tbcnpLawtom ftitemcra m tentn M m.-tnn *11(11 ol ihcAer, 

• . 4 J the Sihemr. 

4.4 An Onkr of Conn: mi 

0 rtw toem «f prorr m Ur form attached m the p»pm befcec iK Hooounble Qmn. 

dial] be «cm hr ibe Appbcant by prr~pui itjpoased JXW at leal 2 ln*»l weeks befao Ae date of die Sdwmr Mertinfi m each of the Scheme Member* at tfar addmes a* rdkaed in dK Rpiur of sbndMlAn 

01 ibe .VlAiaai not mew Am 4 Ifanr ) edendar dtqn Ac date of nidi porting. 

5, Auipyoi- 

M Sdrtnc oad the rupiatmury uMcnicrtl a trmn uf KVtiiin 3 1 2tl l of liie mbaamidfy in the tarm id the espiamtory minnem tod [he Stbcnar atodied in ibe pa^cu befcir ihc abmr HnayunNc Conn; 

thr neato unmoinji the 5<beiaeNI»rt«ii||«A«uniia%'ni the fc»m of the now atuAedm the paper* befae the abowHonoorahkConni 
5J a Ibnti nfpniBy to Ae fcumanm bed to the paper* befam the abm* Honourable Court; and 

5.4 lht» Older lit l .TUTt. 

*ha> hr Ihr mprawn ml mar hr nbutnrd hre A dutje el Iran 2 (two) media pc lor to Ae date of thr Scheme Mectm* donoy Doraui biutncu lmm*mthealiomneiitxniedrr«BieTedofln(dtbeAndkM 
A the iir«lriMi^«»i<!Hlirirr Me«i«ij:»linB report biwa* of anaflkUvhtbe iaah* thereof M the above HoomuaMe Court on Iboday. 1 1 1VW « UHAI or m mon iheicaficr f. coumcl miv be beard. 

7. Tbc repon required fr) Ihr *tw lUmonrvfrk i«m bom Ae Juinnao of rhe Sekemc Meeting ihall ajmpiy with ihc nxjm/nnemj of scoion FE of ibe ifracnce VUuod of ihr abore HonDorsbic Cocrt. 

■j The tbamriaa ni the Sheme Mwtim; »f»a]ln«l<e aradahie a ibe abovffrrenoowed trpaered office of AeAppBcant |«od Ac noria erf AeScfaerne Meeting rdnth n pnbBibed and lem to ihfdvurhoidcT* of Ac 
Applkam Ad mduJr a lUtonrta that n ndl be umdaMrl a ropy oi Ac duinnaji'i report to ihc show Honourable Coon, free of charge, m am Scheme Member on mpest, at Ian I lone) week prim to 
the date bud by the Am Honmnblr t'oon (or Ar thainnan to report bad to k. 

0 Am sJinne Member wtAiUR to mvk by pray AaR by out lam than 0W0 on Monday. 27 July I49S. and at thr abovemenrioned regaanrd office of the AnAoot. tender as hia jmav the form of proxy in Ae 
torm ot the proxy reh-rmi to m paragraph 5J of this Order. In ■JJnioa. (onus of proxy may be handed to Ae drrinmn of Ae Scheme Meetrof nor lmer than 10 -ten) rnirntm before the Scheme Meerinji is 
dor w Momnenie. 

JO. In the ermi >rt Jt^xpUnu: id Ae Sthcmc b* Sdmoc Members ami upon sandaon Aereof bjr this awn. A addhioB to lodgement of farm 15 m the recond schedule so the Ac. ar it reqoired by S.93,ibe AppGcam 
n ui Vidjo: with the Rrpir ar at Gumpanics. wnhiti the tune preurbed by S.9 J. an tffidHil eetting mu lhau 

IQ | tberik'troenl voJnu.TOl fV ne** rAff.wdrajrT r/uref war io Crcr nnxlr tnSdddekzm, xrtit^ otrt Ae date cfnxh aikHsacnl and iuut mgrltxT nab 3 plxuocopy cd&r rryiaer m proof tbeieoL and 
ta" rv 1 Titf l-ffll' ^parfMe .hmrWwwvspsiJ in mumbnutwIA the requtraoena a( SjG bcfmr Ac aBotmem and ianc of Ac mldan. reorng twltwkn the dam of paymern of sndi romidetatton. 

IT,' «TRDtK OF THE COURT lft*ba«. AppW' A~ro^ 

Ufcii»manrC3ianibc*»Writ wing. 22 Girton Rond Pariameu, 2193 iPOBmt 92 7. tebannetbniE. 2000) 
“ Tekpbooe (01 1 MBS 0000 Facsimile :01l)48fl 3IOOIRefecMr laEpnein) 

MrOine k hendyygiren A»t in twnre irfan Otrieenf fVmer rirted Monday, TO Jime 1WR in the ahiw martw, the fratrtnf Rmnh 1 

Afcka (WirwaaisiaiKl Local Division) ( “the Conn”) has ordered, in acrordanotfvrtth the provisiota of section31 1 of tbe Companies 1 
Ad, 1973 (Act 61 nf 1374), a« awimrinH (*A«- Aer") Ait Ae meeting «WrihffH helnwr (*♦!»«- Sebeme Meerm^J Ivnnwiiil under 1 

the rfmtiniHuJiip nf flnrlw Iwvmrl Vlftrn. a iBnnw nf afmmeyr Bnmiiun RiHilhn Hayman Oeidfrey Iwnrpiwlwl (ew, Mit^ 1 

him, such other independent attorney or advocoe nommated by WferfonntmJ, for tbe puipoer ts described below. B 

In tertM of the said Order of Court, a meeting of tbe holders of the 10% cnmuktrvt carroerliMe preference sharta of 105 cents 1 
each of (he Applicant other than SOdektlra South African Holdings [Proprietary) Limited (“SOdelektn") (“the Mutw 1 
Menrf»s")will be held at 09JO (or so soon thereafter as the scheme of arrangemartra terms of section 311 of tbe Act proposed 1 
by Sadeldctra between CMI and its oidinary shareboldere, other than 50delekrra.to be hdd el 09^X1 on Tbesday, 28 July 199B, 1 
shall hove been oondoded or adjotmxd) on Ttaeiday, 28 Jtaly 1998 at CMTs registered office, CotuoUdared Bwldm^ comer Fm 1 
and Harrison Streets, Jdhannesbaig, 2001, for tbe purpose of considering end, if deemed fit approving with or without 1 

mndifiratran thr* oHvrrw* t4 srrangwwertt Axlrrf A Jnly 1008 (*th^ Sehm*") pmpntad hy Sfldeldrtra hrtuvyn thy Applicant and ■ 
the Scheme Members. j| 

Tbe basic characteristic of the Scheme is that, sub ject to the fulfilment of certain conditions precedent which are stated in 1 
paragraph 5 of the Scheme, SOddektra will dfectivdy acquire aft of the preference shares of Scheme Members who are 1 
registered members of CM1 on Friday, 14 August 1998 for a cash coorideraboa of 1620 Gents per share. H 

A copy of the Scheme and the aqrianatory statement in terms of section 312(1) of Ihe Act, explaining the Sdieme, as well as the 1 
Order of Court authorising the convening ofthe Scheme Meeting has been sent to Scheme Membeci and copies ma^ on request 1 
by any Scheme Members during normal business hours, at any time prior to the Scheme Meeting, be inspected at or obtained Kj 
free of charge from the registered office of the Applicant, Consolidated Budding, Comer Fax and Harrison. Street, 1 
Johannesburg. 2001. 9 

Each of the Scheme Members registered as such at the dose of business on Monday 27 July 1998 may attend, speak and vote in 1 
pemu at the Scheme Meeting or may appoint any otherpason or persons (who need not be Scheme Members) as a proxy to 1 
attend, speak and wore in such Scheme Member's place. 1 

The accessary form of proxy has been aem w Scheme Member* Add/tionaJ forms of proxy may be obtained on request Bom M 
the Applicant's abo^nenrinned registered office. 1 

Each signed farm of prosy must be lodged with or posted to the Applicant's registered office. Consolidated Building, Comer 1 
Fox and Harrison Streets, Johannesburg, 2001 (TO Box 590. Johannesburg, 2000) to be received not later than 09-30 on 1 
Monday, 27 July 1998 or handed to the chairman of tbe Scheme Meeting not later than 10 (ten) minutes before die time for 1 
which the Schane Meeting is convened on 1beeday,2fi July 1998. m 

Where there are joint holders of any of the applicant's Preference Shares, any one of suefa persons may vote at thr Scheme 1 
Meeting in respect of such shares as if be was soldy entitled thereto, but if more than one of such joint holders is present or ■ 
represented at tbe Scheme Meeting, that one ofthe said persons whose name stands first on the icgista in respect of such shares 1 
or his proxy, as the case may be, shall akme be entitled to vote in respect thereof; as if he were the sole holder of such shares. a 
In terms of tbe Otxkr of Court dared Monday, 29 June I99B, the chairman of tbe Scheme Meeting will report the resnhs thereof 1 
to tbe Court at Kh00 on Ttaesday. 11 Angnst 1 998 or so soon thereafter as counsel may be boutL A copy of die chairman's report 1 
to the Cooitwill be available (free of charge) to any fearcholderM the abovementioned registered office of the Applicant during 1 
normal business hours at lost one week before the date fixed by the Court for the chairman to report badt to it >1 

CJwaTaan of ihr Sdttmz Mating Wericsmans Applicants Attorney 1 

CHARLES LEONARD VALKIN Wakanans Ouimbm W« Wing, 22 Girton Rojd Partaown. 2 ] 93 1 

(PO Bax 927, Johannesburg, 2000) 1 
Telephone: (Oil) 4tt 0000 Facsimile: (Oil) «4 3100 (Sefer: Mr Ira EpsteinJ 1 

Order of Court — 

Notice of Ordinary Scheme Meeting 1 

IN THE HIGH COURT OF SOUTH AFRICA Case norober WHM5 

(WITWATEBSRANP UX'Al DH1S10NJ 
lOHANNFSTfJKC. 24 H’NE IWb 

in the a parrrapplL-atK-m - 

CONSOLIDATED METAUUKGJCAL INDUSTRIES LIMITED AppOaoi* 

llncnrporsivd m the KepnNie .« Sou A Africa! tRrymtraikm ntmAer 75flM230n») 

1 "CM! ‘ or "Uie April* anl 

IN THE HIGH COURT OF SOUTH AFRICA Case number 9W14905 1 
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Notice is hereby ghnm that in terms of an Order of CPun dated Monday, 29 June 1998 in the above matter, the High Coon of 1 
Scroffi Africa (Witwitersrand Local Drriskm) (“the Court") has ordered, in accordance with the provisions of section 311 ofthe 1 
Companies Act, 1973 (Act 61 of 1973). as amended ('the Act'], that the meeting described below (“tbe Scheme Meeting') be 1 
convened » twriw the tlulmianidhip of Qniiw Leonard Vrikh), a director of attorneys Bowman cuwiImw Hayman Godfrey 1 
Incorporated (ox &3mg trim, such other independent attorney or advocate nominated by Wfcrlamans), for the purpose as 1 
described below. 1 

In terms of the said Order of Court, a meoing of the holdets of tiw ordinary shares of 105 cents each of the Applicant other 1 
than SOddektra Sooth African Holdings (Proprietary) Limited (“SOddektra*] (“the Scheme Members*) wffl be hdd ai 09£0 8 
on Tbesday. 28 ftdy 1998 at CMI’s tegisteied office. COnsofldated Bmhfing. Comer For and Harrison Streets, lobmnesbaig, 1 
2M1. for the pnrpoae nf nmadermg and, if deemeri fit, appmvrng with or withrMtr modification- the riww nt Trongeroem 1 
dated IS Inly 1998 ("the Scheme”) proposed by S&defektn between the Applicant and the Scheme Mambas. H 

Tbe basic characteristic of die Mviw it that, subject to the fttlfilmau of certain conditions precedent which are «wr<*d in 1 
paragraph 5 of the Scfacmc, Sflddefcira will rffectiwJy acquire aB of the ordinary shares of Scheme Members who are regaaewd 1 
nmnhaxofCMI on Friday; 14 Angnst 1998 far a cash consideration of 1550 cents par share. n 

A copy of the Scheme and the explanatory sutement in terms of section 3I2( 1 ) of the Art, npfarimng the Scheme, bs wdl as the 8 
Oidircf Com amborim^ the cosrmin^ of tbe SdtaxMean^tmbea saamSdxxne Maiixntnd copies may, on lapest 8 
by any Sdieme Member, during normal business hours, at any time prior to tbe Scheme Meeting, be inspected at or obtained 8 
free of charge from the registered office of the Applicant. Gonsotidattd Building. Comer Fax and Harrison Streets, 1 
Johannesburg, 2001. 1 

Each ofthe Scheme Manbm registered as such at the dose ofbnsmcss on Monday; 27 July iWU may attend, speak and vote in 1 
person at die Scheme Meeting or may appoint any other ptnon or persons (who need not be Scheme Members) as a proxy to 1 
attend, speak and We in juch Scheme Members place. 8 

Tbe necessary form of proxy has been sem to Scheme Members. Additional forms of proxy may lx obtained on request from 1 
the Applicant's abovemmikiaed registered office. 1 

Each signed form of proxy must be lodged with or ported to Ihe Applicant's registered office. Consolidated Budding, Comer 8 
Fax and Harrison Streets, Johannesburg, 2001 (PO Box 590, Johannesburg, 2000) to be received not bur than 0940 on 8 
Monday. 27 July 1998 or handed to ihe chairman of tbe Scheme Meeting not later than 10 (ten) minutes before tbe time for 8 
which the Scheme Meeting is convened on Diesday, 28 JuJy ] 998. 8 

Where that* are jofrnholdeRofaiiy ofthe applicant's ordinary shares, any one ofsaefa persons may wte at the Scheme Meeting 8 
in respect of such shares ai if he was soldy tntttkd thereto, but if more than one of each joint bolder? B present or represented K 
at the Schane Meeting, that one of the aid persons whose name stands first on tbe register m respect of »eh shares or his 1 
proxy, as the case may be. shall done be entitkdlo vote in respect thereof as if be were the sole bolder of such shares. ■ 

In terms of tbe Order ofCourt dated Monday; 29 June 1998, dvr chairman of the Schane Meeting will report the rtttths thereof B 
to the Court at IftOO on TUesday. 11 Angnst 1998 or so soon thereafter as counsel may be heard. Acopyofthc chairman's report ■ 
to the Court will be available (free of charge) » any sbarehoUcrai the aboremrarioned registered office of the AppGont during 1 
norma] business bones at least rate week before the date fixed by the Coart for the chairman to report back to H. S 

Chairman of Ae Sdirmtr Atartnjj Wfeiksuiaus Applicant's Attorney 8 

CHARLES LEONARD VALKIN Waimnam Chambers Whst Wing, 22 Girton Road ftrkfowa. 2193 8 

(PO Box 927, Johj&Mesboig, 2000) 1 
Telephone: (oil) 488 0000 Facsimile: (Oil) 484 3100 (Refer. Mr Ira Epstein) | 
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Somerfield plans investment of $1.64bn 


By Peggy Hoffinger 


Somerfield. the supermarket 
group which recently took 
over the struggling Kwik 
Save discount chain, yester- 
day announced a £lbn 
l$i.&4bn) investment pro- 
gramme. 

It said it planned to create 
5.000 jobs os it posted a 12 
per cent rise in underlying 
pre-tax profits. 

David Simons, chief execu- 


tive. said the sharp declines 
suffered by Kwik Save 
before the merger in March 
had been stablised and the 
Somerfield stores were 
returning above average 
sales growth for the indus- 
try. 

Analysts were broadly 
pleased with the results, and 
some nudged up this year's 
profit expectations for the 
combined group from about 
£190m to about £200m. 


However, the task of merg- 
ing two disparate businesses 
with a combined total of 
about 1,400 stores remained 
fraught with risk, they said. 
“They are still in the foot- 
hills on this one," said one 
analyst "They have not 
even begun «™iing the rock- 
face." 

In addition,' said another 
analyst, about 60 per cent of 
the business was showing 
underlying sales d ec lines. 


Mr Simons said the groap 
would convert 62 Kwik Save 
stores to the Somerfield 

brand. . But the Teal conver- 
sion programme would begin 
in earnest next year. 

Conversions would 
account far most of the £Ibn 
that Somerfield planned to 
Invest over the next four to 
five years. Mr Simons said 
the group bad “absolutely no 
intention" of seeking fund- 
ing from shareholders for 


the investment. 

Mr Simons said he was 
pleased with Somerfield's 
performance. In the first 10 
weeks of the financial year, 
Somerfield stores had 
increased comparable sales 
by 3.9 per ’cent However. 
Kwik Save suffered a 1.7 per 
cent decline, while the 
group's Food Giant discount 
chain and its Gateway stores 
also continued to show fall- 
ing sales. 


Pre-tax profits, excluding 
the 36 day contribution from 
Kwik Save and after adjust- 
ments for exceptional occur- 
rences, rose from £KJL6m to 
£UA2m. on sales 02 per cent 
higher at £3.?.bn. 

Kwik Save contributed 
£277 of sales and £7.6m in 
pre-tax profits since merger. 
Mr Simons said there were 
about £lm of exceptional 
gains, which had flattered 
Kwik Save's contribution. 


COMMENT 


Somerfield 


Aberdeen bid could prompt asset raids 


By Jean Eagtesftam 


Aberdeen Preferred Income 
Trust's hostile bid yesterday 
for most or rival Scottish 
National Trust's £600 m 
(S990m> in assets could set 
off a nurry of poaching raids 
in the investment trust sec- 
tor. “We will see a lot more 
of this happening as other 


funds pitch in." said one 
analyst. 

There has been consider- 
able takeover activity in the 
£60bn investment trust sec- 
tor in recent years, triggered 
by tbe deep discounts on 
many trust shares relative to 
the underlying value of their 
assets. But tbe discounts 
also meant that takeover 


bids by Investment trusts 
for other trusts have been 
rare. 

Aberdeen Preferred is able 
to buck tbe trend because its 
shares are trading at a pre- 
mium of more than 20 per 
cent to underlying assets. It, 
and Scottish National, are 
part of a £7bn band of 
so-called split capital trusts 


- a type of trust invented in 
the 19G0s that offers different 
classes of shares which give 
investors exaggerated expo- 
sure to either income or cap- 
ital growth. 

This geared structure 
means the trusts have done 
well on the back of the 
strong UK stock market run. 

The potential for bids is 


pnhgnreri by the fad that 10 
split cap trusts, including 
the biggest one. Scottish 
National, are due to wind up 
before tbe end of next year. 

Aberdeen Preferred is bid- 
ding for up to £40Qm of Scot- 
tish National's assets when 
the trust winds up in Sep- 
tember. It is is nwHIrrily to be 
the sole bidder. 


From the notoriety of near-collapse to hot target 


As Queens Moat shares triple in value, 
Scheherazade Daneshkhu looks at 
takeover fever in the hotel industry 


Queens Moat an lmportaitf 
but forgotten player v* 


Q ueens Moat Houses has 
long struggled with the 
notoriety it earned 
from its near-collapse 
under a mountain of debt in 
the early 1990s. But a grad- 
ual improvement in its 
finances over the past couple 
of years has attracted the 
attention of potential bid- 
ders. including investment 
hanks and US trade buyers. 

The company is now the 
subject of “serious Interest" 
according to some consul- 
tants - speculative interest 
in the shares has helped to 
triple their value since the 
beginning of the year. 

The takeover speculation 
buoying Queens Moat shares 
has been rampant through- 
out the hotel industry over 
the past year. Expectations 
of consolidation have driven 
the process with US inves- 
tors. including real estate 
investment trusts (reits). 
among the most frequently 
cited potential acquirers. 

Vaux. the brewing group, 
has had offers for its Swal- 
low hotels and Thistle, the 
UK's second largest hotel 
operator, is In talks. Some 
groups, such as Stakis and 
Ladbrokc. are seen both as 
potential predators and take- 
over targets. Despite a slow- 
down in room price growth, 
prices for hotel assets con- 
tinue to rise in a manner 
reminiscent of the top of the 
previous hotel cycle. 

The £520m purchase this 
year of the Savoy Hotel 
group by Blackstcine Hotel 
Acquisitions, a company 
controlled by Blackstone and 
Colony Capital, two US- 
based investment groups, 
represented £725,000 a room 
- sotting a new record for 


RESULTS 


prestige London hotels. 

Cliveden, another luxury 
hotel group, is being bought 
by Destination Europe, a 
consortium or US investors 
which includes Bill Gates, 
bead of Microsoft, the com- 
puter company, for £465,000 
a room. 

On the face of it. Queens 
Moat, a three and four-star 
hotel group, does not look an 
obvious target The company 
teetered on the brink of col- 
lapse after the last recession 
in the early 1990s and its 
shares were suspended for 
more than two years before 
being relisted in 1995 after a 
financial restructuring: 
Queens Moat still has 
heavy borrowings - net debt 
stood at £81 lm at the end of 
December. It is also 
embroiled in a legal battle 
with four former directors 
who claim they were wrong- 
fully HiBwiiCTurt 
But Mark Pinole, leisure 
analyst at BT AJ ex. Brown, 
whose decision to tip the 
shares as a strong buy in 
February has contributed to 
their rise, believes tbe com- 
pany Is an important - but 
forgotten - industry force. 

In its favour, trading has 
been unexpectedly good, 
helped by the continuing 
strength of the UK hotel sec- 
tor, where it makes two- 
thirds of its profits. Operat- 
ing profits rose over the past 
two years from £44.7m in 
1995 to £57.3rQ last year. 

Tbe debt situation, while 
still unappealing, has 
become more manageable. 
Net liabilities, which once 
stood at £449m, have fallen 
to £76m. But Queens Moat 
has £9Sm of convertible debt 
which would wipe out its net 



Cox joins 
agents’ 
push for 
control 

By Christopher Adams 
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liabilities if It was converted 
into equity. Bnt the debt 
burden will increase next 
year when the interest rate 
holiday on £267m of junior 
term debt ends and another 
tranche of senior term debt 
- £50m - has to be repaid. 

These payments are expec- 
ted to be partially met 
through the sale of hotels in 
France. Belgium and Ger- 
many. However, a refinanc- 
ing looks almost inevitable, 
and is likely to include debt 
instruments as well as an 
equity issue. 

Queens Moat's main 
appeal to a potential bidder 
Is likely to be its exposure to 
Europe. Outside the UK, 
most of its hotels are in the 


Netherlands, where trading 
continues to improve, and in 
Germany, which is still a dif- 
ficult market and where the 
group has some hotels it 
hopes to selL Last year it 
sold 25 UK hotels - one-third 
of its UK portfolio - for 
£9l.5m to Hambro European 
Ventures, since renamed 
Duke Street CapitaL 

Although some analysts 
believe the company’s weak 
branding is a drawback oth- 
ers argue this could increase 
its appeal to branded groups 
wishing to add hotels to 
their own portfolios. 

The company has admitted 
It faces an ongoing struggle 
making tbe necessary invest- 
ment in its hotels, but capi- 


tal expenditure as a propor- 
tion of turnover - 9 per cent 
last year - has been In line 
with its competitors. 

Queens Moat's shares, 
which have drifted from a 
recent high this year of 43%p 
dosed yesterday at 36%p. 

The shares are on a multi- 
ple of 10.5 times this year’s 
forecast earnings before 
interest, tax and depreda- 
tion - cheaper than most 
competitors. That makes 
them look relatively good 
value - albeit in an arguably 
overpriced market - for a 
bidder willing to tackle the 
complications of Queens 
Moat's £81 Lm debt mountain 
and take a punt on the Euro- 
pean hotel cycle. 


Cox Insurance, the specialist 
Lloyd’s of London group, has 
joined the push by leading 
underwriting agents to 
acquire control of the busi- 
nesses they manage. It is 
raising £65m ($10700 to buy 
from Names their right to 
back three Cox syndicates. 

The offer comes ahead of 
next week’s *nn«ai auctions 
at Lloyd's, which allow 
Names, the individuals 
whose wealth has tradition- 
ally backed the insurance 
market, to realise value on 
their participation. It follows 
similar offers by Wellington 
Underwriting and Goshawk 
Insurance. 

Cox said it would fund the 
purchase of £L625m of syndi- 
cate capacity through a 
2-for-L3 rights issue at 400p. 
A maximum of £39.9m of the 
proceeds will be used to buy 
the capacity, with the rest 
being used to meet Lloyd's 
funding requirements. 

The offers to Names for 
capacity on tbe three syndi- 
cates it manages show that 
tbe value placed on partici- 
pation at Lloyd's is rising 
quickly. 

The group is prepared to 
pay 50p per £1 of capacity on 
a highly profitable syndi- 
cate. number 1176, which 
specialises in the insurance 
of nuclear power stations - 
25 per , cent more 1 than it 
offered last year. - - 

Offers of 20p per £1 of 
capacity an a motor insur- 
ance syndicate, number 218, 
and 22p for a broader-based 
syndicate, number 1485 - 
writing marine, aviation, and 
non-marine business - repre- 
sent premiums of 54 per cent 
and 47 per cent respectively 
over offers in 1997. 

There are share alterna- 
tives of 56p, 22. 4p and 24- Bp 
for the syndicates per £1 of 
capacity. 

Unusually, the group has 
sought the support of mem- 
bers' agents, who advise 
Names ou their affairs at 
Lloyd’s, for Its offers. It said 
member's agents handling 
£89 .8m, or 55 per cent of the 
I capacity, were supportive. 


The squeezing of UK high 
street food retailers has been 
a business school classic for 
so lor®, it is easy to forget it 
still goes on. Ground down 

by out-of-town megastores cm 

one side and bargain-base- 
ment discounters on the 
other, Somerfield has suf- 
fered from stagnant sales 
spread thinly over an 
expanding cost base. Offering 
fresh produce during longer 
hours, and throwing in free 
home-delivery, does not come 
cheap. Buying the Kwik Save 
discount *haiii will clearly 
provide some reprieve: 
crunching out £50m-plus 

costs should hold margins for a while. And progress in 
arresting Kwik Save's sales decline - just 1.7 per cent down 
in the first 10 weeks this year from 3 per cent last year - 
will help too. But this does not justify the shares’ 75 per cent 
outperformance since January. 

Somerfield’s strategy for top-line growth is questionable. 
Any competitive advantage in home s hoppin g and petrol 
forecourt sites is hard to spot And converting Kwik Save 
stores to the Somerfield format must be delicately handle d . 
Duplicating marketing budgets is a necessary evil. But 
brand confusion may occur anyway from inte rmin gling the 
two chains' own-label products. 

The risk of losing Kwik Save customers unwilling to 
accept Somerfield’s mark-up should not be underestimated 
either. 

Windfall profits 

Labour's green paper an utility regula ti on, already watered 
down, looks thankfully like being stripped of the one Old 
Labour fig-leaf it contained. The attempt to c h a n nel windfall 
profits towards consumers via a new “correction mecha- 
nism" was wrong-headed. Profits do not fall into neat catego- 
ries. A utility may benefit from lower input prices, but some 
managements may be quicker than others to spot the trend 
and lock into future contracts at keener prices. Where does 
management skill stop and luck start? 

Another glaring problem with the proposal was its asym- 
metry. There can be freak losses as well as freak profits, but 
the gove rn ment would hardly expect customers to suffer for 
the former, gristing regulation wakBs a fair flat of ensuring 
utilities pass an savings via price cots. If regulators get 
hoodwinked, they already have the power to spring a sur- 
prise price review cm their charges. 


NEWS DIGEST 


TRANSPORT 


Arriva in talks to increase 
presence in Netherlands 

Arrive, the transport group that fast month Issued a profits 
warning, is In talks 'to buy VSN-North,'a Dutch bus operator. 
VSN -North runs services in five Dutch provinces, and has an 
annual turnover of about £100m (5165m). It has 750 buses 
and 800 vehicles for disabled travellers, and employs about 
3,500 people. Analysts estimate it could cost about £40m. 

The deal would significantly expand Arriva’s presence in the 
Netherlands, where the government Intends to introduce com- 
petition into regional bus and rail operations by 2000. The 
group's Dutch subsidiary operates municipal bus services In 
Maastricht, Revoland and Groningen and has turnover of 
£15m. It will finance the acquisition from its own resources. 

News of the talks received a muted response. Analysts 
said investors wanted to hear more about Arrtva’s plan to spin 
off its car leasing efivtston, announced last mo n th with the 
profits warning. Profits at the leasing division are expected to 
be lower this year and Arriva has appointed NM Rothschild to 
examine ite options. The group said the process had just 
started and It was too early to say whether it would sell or 
demerge the division. Jonathan Ford 
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Greenbank plans 
£42m cashback 


By Leyte Bouton 


EBC Traded 

Currency Fund Limited 

NOTICE of Aw FOURTEENTH ANNUAL GENERAL MXTMG 
of Shareholders to take place on the 7th day of 
August. 1998 at 1030 am. 

NOTICE is hereby given pursuant to the Articles of 
Association of EBC Traded Currency Fund Limited (The 
Company') that the Fourteenth Annual General Meeting of 
the Company will taka place on the 7th day ol August. 1996 
at 10.30 am at EBC House, 1-3 Seale Street. St Hefier. 
Jersey. Charnel Islands for the purposes of considering and 
if thought fit, passing the following Ordinary Resolutions: 
Resolutions 

1. That the Financial Statements for the period ended 31st 
March 1998 together wfth the Repond the Directors and 
the Auditors thereon be received, approved and ado pte d. 

2. That Messrs. Coopers S Lybrand who have signified their 
willingness to continue to office be and are hereby 
appointed the Auditors of the Company for the ensuing 
year and that the fee payable to them in respect of the 
year to 31st March, 1999 be determined by the Directors. 

By order of the Board 

EBC Fund Managers (Jersey) Umrted 

Secretary 

Dated the 10th day of July. 1998 
NOTES 

1 . The holder of a Continental Depositary Receipt pCDfT) nay 
oxetdes his voting rights by depositing the CDR at Big office of 
Amsterdam Depositary Conpany N.V., 172 Spustraa*. 1012 VT 
Amsterdam. The Netherlands (the "Dopoetery") and by Instructing 
tho Depositary as to the exaross of the voting rights attached to ihe 
Shams evidenced by such CDR. in the absence ol such 
instructions, the Depositary w* ewrctee such voting rights or 
retain from doing no. as it Births fit in the interests of toe holder, 

2. Copies of the Audited Accounts to 31st March, 1998 may be 
obtained from the Manager, SC Fund Managers (Jersey Limited, 
PO Box 556. EBC House. 1-3 Seale Start, SL Holer. Jersey, 
JE4 8 XL Chamrt islands. 

3. There are no service contacts «h the Dimetois. 


FIVE-FOR-ONE STOCK SPLIT 

The Extraordinary General Shareholders^ Meefmg held 
T .?* ^ une ^ ^98 hes derided to canyoufa five for one 
slock spirt on ihe nomind value, fats bringing if down from 
100 iirotes to 20 francs In an exchange of one old share 
or 100 francs nominal value against 5 new shares of 
20 francs nominal value. 

The Management Board has load ihe dale of 17* July 
1 998 for putting 4iis transaction into effect, which will be 

“ -it_-.-k-_-- JjH.--n. 


Vfllede Montreal 

Can$200,000,000 

Floating Rate Notes, 

Due January 10,2000 
NOTICE B HEREBY GIVEN iln for 

tin? bums' Mod Ukhjoty I9p g*t 
1 3th October I99fl. the bicjia par 
ata be S <K(ft per maum. 

The LmcretH payable on 13ib 
Ocntaer. 1*W jpina Coupon No 
IS iril he GmJUM per Cod l fiOO 
Nme. CmdlftM’ per CmS 10,000 
Note, uid rus),334 2j per 
Call 100 , 00(1 Note. 

TTr Bant of New York. London 
iitas joty im 


Shares in Walker Greenbank 
jumped 15 per cent yester- 
day, after the wallpaper and 
fabrics group announced it 
was returning £42m ($69m) 
to shareholders from the 
£70m sale of its commerdal 
wallcoverings business. 

The company, which 
announced the disposal in 
April as part of a strategic 
decision to focus on the lux- 
ury fabrics and wallpaper 
market, said it had drawn up 
a “shortlist" of companies it 
was Interested In buying 
with the rest of the money. 

Charles WJghtman, chief 
executive, said the compa- 
nies he was eyeing were 
either privately-held or 
owned by much larger 
quoted companies. 

He said the decision to 


give cash to shareholders 
struck "the right balance 
between a return of value to 
shareholders and the reten- 
tion of sufficient funds to 
develop the business by 
acquisition". 

Walker Greenbank pro- 
poses to hand the money 
back through the issue and 
repurchase of B preference 
shares, representing 47 per 
cent of its market capitalisa- 
tion. Its ordinary shares 
gained 9ftp to 74p. 

Jeremy Hil ditch, analyst 
at Williams de Brae, said the 
only surprise was that the 
company was returning 
“such a big slug" to share- 
holders. But he believed it 
was motivated by a possible 
shortage of suitable acquisi- 
tion candidates and a desire 
to keep institutional share- 
holders on board. 


Brent to focus on surface coatings 

Brent International, the chemicals company, is to dispose of 
more than half its operations to focus on surface coatings, its 
most profitable business. The company has decided to seUits 
packaging-related Inks and coatings and Imaging manage- 
ment businesses. Analysis .estimate the divisions, which fast 
year accounted for £76. 9m of sales of £134m, will raise 
£60m-£70m. 

Brent also warned that trading in the second quarter had 
been hit by the strong pound and by “economic conditions’ 

In the UK manufacturing sector. The Imaging business had 
been affected most and was trading at levels below those 
achieved fa 1997. However, news of the reorganisation lifted 
the shares. They rose 13p to 1l6%p. 

Keith Hutchings, chief executive, said the company aimed 
to use the proceeds to expand In continental Europe aid 
North America and was in discussions on possible acquisi- 
tions. Virginia Marsh 


ELECTRONICS 


Critchley warns of slowdown 

Gilfo hley. the maker of high-technology labels and electronic 
consonants, warned yesterday that the strong pound and 
subdued demand from the telecommunications Industry 
threatened to stow profits growth. Ian McCuBum, chief execu- 
tive, said demand for components from European telecommu- 
ntoattons companies had stowed since Deutsche Telekom 

modem ' satton Programme several months ago. 
warburg Dillon Read, its broker, cut the fufl -year forecast from 
£11 ,5m to £10m. The shares fefl 87V?p to 762Vfep. 


Appointments 

Advertising 


appears in the iff! edition 
©very Monday, Wednesday 
& Thursday and In the 
International edition 
every Friday. 

For further Information 
please contact; 

Toby Ftoden-Crofts 
*44 0171 873 4027 
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Notice of a Change in Agent 

Notice is hereby given that, with effect Iran July 1st, 1998, Citibank 
(liwOT ^ wgj^lA. has fronifarccd itwofe of roying A^er^ransfer 


Mi 




StCAV *A'| to Bangui Internationale a 


From J *998 off pngentatiqm of Coupon, Mata and Bands 
relating is hu« far which Citibank {Luxembourg) 5 -A. (or Citicorp 
Investment flank Luxembourg SA.) is identified as the Awing Agent 
sh ould be pres aitodto BIL. Tor payment, at one of their branches in 
tew™*®- fo, 0 *™? 0 fa ™ aommunituiMa in relation to these 
function), should also be directed to BIL at the falbwiiig address and 
contort detafls: 

Bonqve Interactional a Luxembourg sooetcanonyme 
69, route d*Efcn 
L-2953 

Luxembourg 

ARK Documentation, Fraad and Listinc Aoondo 

Tel: 352 4590T 
Few; 352 4590 4727 
Tdexh&r 3826 bdlux 

_ to transfer hsalf can be duectad to one of the 

contorts: 

■ .. Cn §”" fc tW wfcMB) SA. CrtJxxJw HA. London 

rUS * SW7floaSSo Tnrt 

Fwc 352 AX 22 4070 hoc 44 171 5005278 


JvfylO, J 998, Lathy 


CmBANCO 


LOTHBURY 

iothbeiy Funding 
NO.TPLC 
£144*000(000 
Class A1 Notes 
Mortgage Backed 
boating Rat* Notes 
duo 2031 

Notice Is hereby ghwn that 
there will be ■ principal 
repayment of £4^84 per 
ant to 
Notes 


£100,000 Jiot* pursuant i 
of the not. 


Clauses <Sb) 
on the Interest payment 
date Wth July 1998. The 
principal amount out- 
landing on 11th July 1998 
will therefore be £3,702 
per Note. 

GREgWtQi PttTWECT 


@3 


Cheung Kong 
Finance 

Cayman Limited 

US. $500,000,000 


Hoetfag Rale No*, 
doc January 2001 

fur the interest period 9ih JWji 
IW8 to Wi Ctanbet 19984* Non 
wiH any *n mums ate of 63875% 
per aam. with an tans muds 
cfU3. HI j 62 per US SljXU Damn- 
ioatfeu Note nd US. SUJZJ6 per 
US. JI0O000 Dfcnmn i nat a n Nate, 

PPUr°Q9ihOcR>facal99«. 


Pmtao 'fat 
Compmn London 
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EURO PRICES 


EQUITIES 


European bulls pull in horns 


EUROPEAN OVStVIEW 

8y Wifflp Coggan, 

Markets Editor 

The record-breaking run of 
European stock markets 
Onally enme to a halt yester- 
day us a poor international 
background proved too 
much for the bulla to over- 
come. 

A profits warning from 
DuPont, the giant chemicals 
group, sent Wall Street 
lower when New York 
started trading and took the 
shine off another strong 
opening performance from 
Europe, 

Amsterdam, Frankfurt, 

Eurotop 300 Eurobloc 
beta 


Paris, Stockholm and Zurich 
had all moved into unknown 
territory In early trading, 
shrugging off worries about 
Russian President Yeltsin’s 
health and some frustration 
at the lack of consistency 
and detail in Japanese state- 
ments on tax policy. The yen 
slipped again ahead of the 
weekend upper house elec- 
tions. 

The Bundesbank, like the 
Bank of England, decided to 
leave rates unchangp^ hut 
in the German bank's cage 
this was no surprise for the 
markets. 

Core European bond mar- 
kets were generally higher, 
with some safe-haven buying 


of German bunds in the 
wake of the Russian jitters. 

But when Wall Street 
opened lower, even- the 
strength of the US dollar, 
which traded around 

DM1.83. failed to prevent a 

slide in share prices. The 
FTSE Eurotop 100 index fell 
14.96 to 2.983.7 while the 
broader Eurotop 300 dropped 
5.02 or 0.4 per cent to 
1,290.46. 

The FTSE Ebloc 100 index, 
comprising stocks in coun- 
tries which will adopt the 
euro in the first wave, 
slipped 3.64 to 1.08636. 

The construction sector 
managed to rise against the 
trend, gaining 1.4 per cent 
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on the day. Gas distribution 
was the day's worst-perform- 
ing sector, as BG, the British 
gas group, retraced some of 
its recent gains 

Other sectors to fall by 
more than 2 per cent were 
information technology and 
household goods and tex- 
tiles. 

The financial sector was 
the only one of the major 
industry groups to be stron- 
ger on the day, gaining 0.5 
per cent AH of its compo- 
nents, except property, 
moved ahead. 

German insurance giant 
Allianz and Dresdner Bank 
were linked in merger 
rumours. 


MOB 

Currency 

Ckatog 

Cta* 

Pwqe 

Qwaga 

Cttge 

wOAk % 

DlU(JB 







Atatl 

XUS 

14068457 

-00009 

-001 

-00027 

-002 

BobMfe ' 

KF 

41235696 

-0 0080 

-001 

-00164 

-004 

Cadi RepMto 

CZK 

35. 5666 IS 

-0.1321 

-007 

-63568 

-100 

Derrawk 

DKX 

7022045 

+0.0006 

+001 

+00034 

+005 

Frtand 

FftJ 

6078877 

+00005 

+001 

-00010 

-002 

France 

Rff 

6702441 

-00014 

-002 

+0003 

+004 

Sannany 

ow 

1.99S691 

-0.0001 

-001 

-0 0003 

-002 

Sresra 

am 

33X372908 

-09782 

-026 

-2.8061 

-083 

Huagsy 

KUF 

241008637 

-05200 

-622 

+60933 

+4L04 

Mid 

Iff 

0.794051 

+00005 

+006 

♦60001 

4001 

tely 

m. 

1970.611586 

+0.7360 

+004 

+0.37*7 

♦002 

1 irwoihrn^ 

LIF 

41.235096 

-0.0060 

-001 

-00164 

-004 


fft£ 

2254298 

+00000 

+000 

-00004 

-002 

Noway 

NOK 

8453657 

400022 

+003 

-65413 

-048 

fttart 

PLN 


-00147 

-038 

-00040 

-011 

Porttta 

PTE 

204016818 

-00^4 

-604 

-02563 

-0.13 

Fbnta 

Rffl. 

9508098311 

-561714 

-662 

-26.0888 

-027 

Htaa 

HJB 

6021053 

-0,0445 

-005 

-00173 

-625 

State 

SKX 

36648081 

-0.1388 

-049 

-0.0048 

-001 

Spain 

ESP 

1690^438 

+00069 

4000 

-00376 

-0.02 

Sweden 

SEX 

6854415 

-00199 

-022 

-00318 

-026 

Swifaartond 

or 

1084520 

+00050 

40 30 

+00031 

4619 

Uotiad Nagdom 

G8P 

0070572 

-00014 

-620 

+00067 

+131 

BU 

XtarfcM 

ECU 

1010231 

-00005 

-005 

+0.0009 

+009 

Bmll 

BRL 

1^69756 

-00061 

-0.48 

+00001 

+001 

Cterito 

CAD 

1.610619 

-00107 

-006 

+0X1008 

♦605 

ypxir.c 

UW 

6770571 

-0.0454 

-0*6 

-00881 

-039 

Udtod Bates USD 

PacHeMddto MWto 

1093206 

-00069 

-662 

-00045 

-041 

Aas&aSB 

MJD 

1.784657 

+60002 

4001 

-0 0067 

-637 

Hoag Kong 

raw 

6471793 

-CUE 16 

-060 

-n rrra 

-640 

Men 


154437090 

+07241 

+047 

-0 4860 

-031 

SBigaptee 

SGD 

1077580 

-ODOM 

-604 

+00079 

+0.42 

South Africa 

ZAfl 

6976260 

+00943 

+129 

-0 0060 

-009 


Sane FTSE WuN id ULTkfc MB gtera » tacntc. ijnMc «ta to toe Earn ftp 
oOur bct bo b . cilntad fey taytig BV uRKi to Bn "to' aaratat The Ewo ■ 
art Jmq i ta flu tat data not bi uta ra t pradn Mb to lb vta. R It Mb 
M eorwey nM» weds. CHieecy «uW*M ■ OW 4336*. FRF 02217 . 
M£ 00577. BO 00388. ESP 0X1848. B 00114 PTE 00155. ATS 00324 FBI 00107. 


Bond yield curve 

Par cent (July 9 1998) 



1 3 5 7 10 1 5 20 30 

Yeare to maturity 

SmtM«B*aMTMnKlD 


GOVERNMENT BOND SPREADS vs ECU 


M OB 

2 yts 

5yra 

7yra 

10 yis 

20 yts 

30 yis 

■Bh- 

toriito 

+002 

-004 

+0.06 

-003 

-013 

♦005 

Matin 

-001 

-OOi 

*008 

+005 

+003 

+011 

Ftand 

-012 

+001 

+006 

+0 00 

-036 

-050 

Fan 

-014 

-0.10 

-008 

-007 

-009 

-005 

Gtenany 

-017 

-0.13 

-004 

-019 

-006 

-007 

b«M 

+oro 

-002 

+005 

+010 

♦004 

+020 

edy 

+027 

+0.17 

+0.1 B 

+014 

+0.12 

+0.19 

Lncaaoug 

-001 

-001 

*008 

*005 

+003 

♦0.11 

ItoOtertands 

-009 

-006 

-002 

-007 

-006 

-003 

Patrnp] 

♦0.13 

+0.12 

♦017 

♦011 

+029 

+038 

Span 

♦002 

+007 

♦0.11 

♦012 

+013 

+032 

-OUT f 
Denmark 

♦021 

♦0.15 

+016 

+007 

-001 

+0.17 

Oreece 

*046 

*434 

+148 

+2.76 

♦240 

+226 

SriBton 

*017 

+011 

+015 

+007 

+007 

-a07 

UK 

*2.77 

+136 

+136 

*037 

♦042 

+005 


m Dria/FT Tta total 

I QfTBBCJ tOC COBQBnS CD Ufl 0X1 


ittrtl Ear am* to contra b ! 


FmBo itnuBs ■ MBDk ob tra-taaBsanra 0 TT5£ tsro&booa unbs TBE 41 <rta zewc ns re 
fetaae man Bate Mari to lata Oux teteegr w6 1> Grand a* u n *eS * F3E 
rarmata tan K«e faro? » a m —m tttandu tawa p Sea be raw FT5c fcaes ate 
w aura to OS taonri 


Synthetic Enro against the dollar 

5 per euro 



Sonar F75EM*o«toW 


EUROZONE CURRENCY CONVERGENCE 

atari amMrion rates aprinsi the D-Mark 


Jte OB 

Fbati 

rale 

Marian 

ran 

Dllf tat 

«natt% 

Week 

ago% 

Favrati 

ran 

Fnwdil 
u ran 

Ni n 
ratevOQI 

Atata 

703552 

7.0353 

♦0 00 

♦a no 

7.0374 

37 

+008 

BdgtaiD 

20S55 

20021 

-002 

+000 

200291 

169 

+605 

Franz 

335386 

33517 

-0 06 

-612 

33518 

305 

+001 

Rrftnt 

304001 

30399 

♦000 

+000 

2041 

372 

+00S 

mend 

0402676 

03974 

-131 

-134 

64016 

537 

♦223 

My 

ran pn+ 

965.4581 

-0.46 

-000 

990.194 

4.65 

+101 

Luxentarg 

20 8255 

20.621 

-0.02 

♦000 

20.6261 

309 

♦005 

Netherlands 

1.12874 

1.1273 

♦005 

♦605 

1 127 

308 

-0.06 

Portugal 

102.505 

1022742 

-023 

-012 

1020324 

4.17 

♦653 

Span 

85.0722 

B4 8458 

-027 

-628 

86.0898 

424 

♦000 

fiansany 

1 


+000 

+0.00 


164 

♦D0O 


l hi amt 

MdtoahM 

ra 0.1823. 


Soane Tlw Wto CBnpsqp. Ftao fries m Wtari rates b^bM cry HI Hay 2/3. tonm) rates are 
aKtaga rates to 31/13/96 wtetpo tou d (ram rarioe: q u ote s; roiwart hsnal rates m tease hqtod try 
Bbh tonrart Bxstosgs rates 049 tel rates » DEN arc itokRncei hsmsa Hplcd tsvrard ndErast 
rata as) H* OEM hi«M bteeD ta ini 31/12/94 DBI knetd Usrss rate lot 31/12/98 b 
staririsd fey Htepotota Bsnssn priMsd BM itaksi tensgk 


EUROZONE CORPORATE BONDS 


Jd 88 

Hed 

dab 

cap* 

517 

RabB, 

BM 

prae 

BM 

f* 

(toy’s 

•rifle 

in 

Mb's Spread 
ttoge i 
{to Era 

SoNratata^to 

Bfljgkini of) 

Iwro 

D3A8 

5750 

It/A 

106.490 

489 

+600 

-013 

♦0D4 

Fraraz (Bap d) 

0M» 

5250 

WA 

1KLB20 

4.7B 

-602 

-015 

-a 07 

SdyOtopoQ 

(WD6 

5000 

AA 

100000 

4.92 

-001 

-012 

+0.07 

Portwri (Rep d) 

D&T« 

5375 

AH- 

101500 

402 

-003 

-014 

+007 

Ban toon 

Abbey NaflT/EasSrv 

02/03 

4375 

AA 

101.140 

4-59 

♦000 

-018 

+011 

GerBedricCapDp 

1MM 

5500 

AAA 

104.500 

<05 

-002 

-020 

+011 

Oea Kcnhctota 

044)8 

5250 

AAA 

102342 

4.94 

-601 

-013 

+009 

Crad Local de France 

04/08 

5250 

AA+ 

101.450 

506 

-005 

-0.16 

4021 

BtonrHy^&WchBk 

07/01 

5000 

AA- 

101.637 

4.40 

-003 

-022 

♦015 

Crad Fonder F+texa 

03/04 

8375 

A 

115750 

510 

-001 

-020 

+056 

EuotovBMk 

D4/D4 

5250 

AAA 

103.610 

448 

+000 

-0.15 

-006 

ASM Amro Hdg. NV 

04/07 

6375 

AA- 

100370 

516 

-0L01 

-0.14 

+038 


State ktonEtoc OtaTT Hatnston. Union ckring. Fmgfate be 
wsid p i tori feikM k» sss rig Esra tout 1 / 1/94 Euro bsacs 
boots m Mssd to Ecus bu rrninrt to Bsb W99. 


nds esacd to bssdta by Ess m* 
SR tacu to ton on tanacy-. Ecu 


EUROZONE CREDIT SPREADS vs ECU 


MOB 

SAP 

siting 

Red 

(Me 

Conn 

Currency 

code 

Spread 

$xrad 
ide ago 

Spread 
mb ago 

MW 

AAA 

01/09 

5000 

OB* 

-003 

4002 

+000 

France Tehran 

AA+ 

11/08 

&250 

Hr 

+014 

♦016 

+ais 

UtiTfiu 

rtaiibf 

AA 

07/07 

5025 

DEM 

+ 0.16 

*018 

4019 

lag Bank W 

AA- 

01/08 

5000 

NLG 

+018 

+017 

+021 

BayarHypoWBk 

AA- 

02/02 

6.750 

m. 

+029 

♦032 

+030 

Cnd Fonder 

A 

0203 

7250 

DBA 

+030 

♦032 

♦037 

ihonoon-Brandtht 

A - 

03/04 

6375 

FRF 

+0 34 

♦03S 

*033 

Generate ties f«» 

888+ 

03/04 

6250 

Hff 

+030 

♦032 

+029 

BankdOta 

80S 

07/99 

7.125 

0B4 

+087 

4083 

*020 

NaflBhdHMgaiy 

B8B- 

0MJ1 

9000 

ATS 

+008 

♦0.66 

+003 

Karra Day Baft 

88+ 

11/02 

5025 

FRF 

♦500 

+586 

+4.4S 


Somes: basrae to s Dote/FT HimIb . Tsbto tan ytaM sprasdi to n Era cam tar : 
banfiy msu u u i te ltes cndi to escti rating feta ita miSuted to Eos *te* auroras 


FTSE EUROTOP 300 


»w to** M w 


M * 


M .a- Bstot M TW 


ftrita (a* TM 


r : : ■ 


ALCOHaCBEVBUfiCS 


nsiBBuroos 


taossau) goods s textees 


PKARtUramCALS 



HE 

■ IT 

36 

45 

AtiteriBM— 

uur 

I'arMrojd 

era 

- Z* 


07 

(teeftta 

IS 

is SOriS A 

<MdT 

.’V 


07 

DC 

BUI 

i'Jjr- 

uu 

• All 

H 

SO 

8ta 

fU* 


MM 

• tt.1 

L* 

u 



oral 

RU 

- TTJ 

02 

u 




ONBiSffSHSDUSTnALS 


u 

■a 

Ida taf 

nn 

- S3 

- 

aj 

toil 

nr 

• 297 

29 

11 

41 

23 

OtaroH 

nara 

- AI 

■ 

2l 

Bllori 

iiz 

- TU 

8.1 

aa 


U 

Btabafl 

1508 

54 

Ii 

19 

QMteera 

VS 

■ S3 

£3 

27 

. 

u 

HriftdR 

cn 

■ U 

til 

U 

ODoran 

1SS3J 

• tit3 

01 

•2 



rata 

MOM 

- 3SJ 

AT 

u 

araiitabt 

ra 4o 

- 64 

04 

05 



RwttllC 

I7S 

• 7 2 

06 

21 

■raatoriM 

SOM 

- 1U 

u 

11 



MtoOl 

68217 

• 25 


M 

taaWHS 

sanjo 

• £77 

- 

35 



total itO 

irea 

■ 23 


04 

fletate 

TMM 

• S2 

OJ 

U 


Mnamus 


K1 - U 

» M u 

HI !U U 
Ml W « 
u u u 
MS 45 as 

43 01 .'0 

41 3* 16 


B4MKS RETAIL 


EUCTHQTY 


6ft ar« 

JtotaJtos 


'.’-T-0^44 

iiw-.V 

*»' MXIil 

'Wai 

WCtotaf* 

i.WS> 


as 

Ml 

21 

22 1 

25 

U 

C.I 

- 

u 

Ml 

11 

04 

M7 

- 


1U 

T7J 

u 

U 

15 

u 

122 

75 

15 

Ml 

C.I 

■ 

9U 

u 

1.1 

115 

15 

ai 

U 

U 

15 

U 

U 

U 

SJ3 

• 

■ 

<* 

u 

15 

U 

u 

U 

104 

■ 

15 

12 7 

:: 

•1 

12J 

M 

15 

4,1! 

61 

26 

Ill 

as 

U 

ro 

14 

15 

IM 

M 

22 

U 

U 

L2 

5i>a 

ir 

1 4 

MB 

1U 

aa 

E’ 

32 

21 

M7 

til 

15 

H 

09 

U 

96 

I'fc 

2.5 

M? 

f! 

40 

ti? 

ZZ 

42 

;« 

j + 

29 

1U 

05 

■ 

Mf 

lift 

25 

M 

1C 

04 

4! 

15 

V 

♦J 

24 

16 


?' 

25 

ni 

U 

■ 


>■' 03 1 1 

ei or ?i 

43 - 21 

M W U 
MI 82 18 
73 41 32 

Hi U U 
41 56 41 

M U U 
333 87 U 


HUM 
«8 • 11 
U U 3J 
til u u 
HA IB 33 
IB 31 35 
n? 40 eo 
84 HO 
106 54 «3 

SI 133 S3 
1U 41 14 


anRMAIXS TEEMOUir 


TOST 
It 11838 


asmtonc ft aEcmM. eon. 


« u u 

ni li ?4 
R2 17 M 
Sh Of " 
M 03 II 

n*f xs 
r,l> 03 I- 


mmcw MC 

xoi^eui sn 

*3C«5B 2480 

3« 

DC*™ 

asm 4 to 

hnn MTS 

IM CH 

tM «47i 

LaaAm SR 

mm an 


BRfWBffiS.PWSifiOTAHRMTS 


111 3J 
sr 4i id 
,'fc Nil !• 
.-ii 53 


aB*iB«iwiu»taa«ns BmwnvEwro,® 


CMOHCALS 

r 

toUmta 

Mm K.H 

>S *71 

t v •:& 

•" 

4701 

^ I'-J 1 

IM MM 

ra u»» 


C0NS1WBTBB 


it ■» *J 
ii ■ u 
!- ?l iO 
1 > - « 
is 3‘i 
|l C l> 
;q 3i Jj 
ho qj O 
a: <3 


47 ^7 
I- JS •' 
tfj W w 

MS W n 
MS OS 12 

e; f4 J - 

M l as It 

B‘.' ■ 

*:% as 'a 
ii: is ” 
is at u 
73 ■ a* 


U 84 M 

41 -If 1* 


SjTjc 105- 


Ft)OgPKX»CESS 


cas HSTrannuM 


flEALTWCMS 


128 >■ 10 
ill Oi 13 

M3 U OJ 
£4 36 03 

34 11J 23 
U U II 
u at u 
43 - 0» 

S3 18 19 
Ml 83 U 
31 12 U 

MI 03 14 
MO 07 11 


11 01 18 

IS - IS 

88 63 56 

63 58 13 
i: 60 90 

12 83 18 

89 28 19. 

a • u 

51 39 23 
17 ■ 18 

Mi 43 85 
M 83 U 
88 18 M 
12 U U 
u ai }• 
:4 ai 26 
21 I! U 
80 20 1 * 
39 14 2J 

33 ZJ 15 
U II u 
u u u 
12 M u 
Kl - U 

TJ 41 LB 


45 65 - 

113 34 44 


11 IP 71 
115 16 IS 

4.1 01 12 

1U V U 
13 - 18 

37 01 10 

CO DG U 
U - 89 
34 09 15 

All 13 LA 

no 47 Ii 


ns 8« 28 

70 M3 

flj 83 BA 


073 

l£s>« 937 

OS 1456 

iMR 23C77 

inn €1973 


MVESraBTf C0WANE5 


LBSUffiftHOTRS 

/tar 2KH 

QMS3 USD 

UO*»B 481 

fta&tra 4B9 

LKMSOUHICE 


CBBBG 8» 

w,m^ as 

M 733 

toPtar 1*87 

Pan 1638 


U U II 
S3 U 83 


341 OS 12 
M - V 
81 U U 
II u u 

50 ■ 30 

122 44 29 

119 - U 

Ml 81 11 
318 82 89 

49 18 31 

XI *1 U 

n - u 

40 IB U 

HI U U 
75 17 08 

343 - 1.1 

51 82 at 


54 49 21 

*B - 2.1 


80 11 U 

151 ST 17 
57 19 23 

18 19 71 


513 U (0 
41 11 II 

niw u 

112 13 24 
248 7J 23 


T28 25 1« 

53 81 U 
U 42 38 
O - II 
ii U U 
07 24 IS 
U 12 U 

U II u 

U 21 U 

Ml 71 11 
147 44 24 

U 17 27 
51 45 (LS 

U 41 LB 


RETAILERS, FU0D 


CJ 175 14 
U - M 
353 ZJ 73 


48 12 19 

75 24 19 

33 01 It 


94 >63 22 
IU 29 U 

BO - U 
Ii u u 
88 ■ 89 

83 3B 46 
152 75 33 
« SI 25 


KXABJBtS, SaStM. 


Saab 

ran 

- 112 

25 

22 


B24 

- U 

U 

10 

5US 

11 « 

- 115 

1£ 

34 

HftMB 

8624 

. 121 

03 

OS 

ata 

7C7 

95 

*5 

ai 


755 

. 222 

52 

34 

MOM IS 

86M 

- U2 

02 

u 

TtetaMi 

TOM 

- Ml 

* 

02 

SUPPORT SERVICES 




•drafts 

48215 

- 69 

at 

02 

mn 

1557 

- 67 

;j 

13 

RtelA 

TOTS 

• L3 


02 

RMlB 

137X2 

• 23 

BI 

01 

MOMte 

681 

- !S£ 

U 

03 

TO 7-« Bar 

ZUI 

- IU 

u 

- 


Sffl 

42 

Ii 

41 


OL, EfflORATlWi ft PROOBCTIGII 


(XL, IITCGRATB) 


KtaMts 48S 
9ES1IM 6» 

Bta&ft aa 

wtii n*a 

onanuwuL 


42 84 59 
14 13 1.0 


7S9 75 32 

35 10 39 

484 MB 24 
47 04 21 

U 18 U 
U - *3 
81 IT U 
■7 4J 31 
825 «7 15 
SI U u 
ZU 84 17 


U 09 II 

41 41 U 
U 41 U 
87 81 22 
a* at 

7X1 HI 12 


THSOnUBCATUMS 

B7 an 

CtaL* 1211 

BtactoW 2UI 

RmcbUto 8LM 

tosv ram 

ItotaNM 820 

nun 3U> 

Saosto 5» 

tokltaiara 97S 


B 27! 

t 594 

120 73) 

R3A 1.(952 


7RA8SP0RT 

laa 140 

bu ins 

BS 191TB 7JBC71 

eSVutos 8U3S8G 

l VS Mn 2Z3B 

P20 MI5 

BSta S0 

Sana £t£& 


777 132 30 
275 S3 L5 

US 86 11 
144 85 U 

12.1 71 - 

79 U 19 
til - • 

40 21 BI 
186 84 21 
493 0.1 U 
MI 147 07 
All IS 11 
362 135 09 


384 U< 44 
55 56 72 
25 36 56 

63 - IT 


IS 45 21 
VS 54 26 
42 - 81 

41 ■ 01 

53 88 U 
87 28 43 

714 1? 25 

54 19 13 





http://emu.csfb.com 


PAPaPKMfiaGftpnm 


teniii+ta 

I.1SU8 

• 73 


. 

xuritete 

301 

• 51 


£4 

m 

8157 

- 15 

8.1 

u 

sat 

2238 

14 


23 

SCAB 

334 

• 31 

oi 

2a 

StaaA 

14X2 

47 

04 

29 

MAMoa 

2U1 

• 07 

u 

27 


Atari n C31 • 17 1.1 55 

tanTira SB - 53 TO 4: 

Itatoto til? • 61 !3 45 

109 US 4373 7 S 19 49 

Nob 

Ffla ssa aad nata osossnxs saasn oy 
FTS iw.««nrMi Mata Lotowa a o^aes 
ara sated a tecs sed u rota M ti dafm; 
Sfetess «s ns GBoocd «0 be ttago otato^ 
tteDOBB and t tales css o mi taste MC- 
onoriy lea n ripaie bs catataa. Stacks to 
teid IB® ■* ±ootod ft En csasSta. 
ftascs aod ytate dotesd ton tod Bdwsx 
nrita aad sotota fey Eta. on O FT wa- 


tard» FTH Etaso stars rotas. 

Pita d sodotataa so Brito HCdays rite 
to ciauaj I r l u li m 


As the euro approaches, experienced and reliable guidance in hedging and risk reduction 
will be essential. At Credit Suisse First Boston, our extensive presence in Europe and the 
rest of the world, offer clients the benefits of dealing with a broker with global scope. Our 
familiarity with the European exchanges, backed by our market share, means we are ideally 
positioned to compete for the “euro” derivatives contracts. And we are planning ahead for 
the change from open outcry to electronic trading, to give our clients more options in the 
evolving euro market Change means opportunity. 


CREDIT FIRST 
SUISSE BOSTON 
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INTERNATIONAL CAPITAL MARKETS ........ 

ZTjl Virfunm otc p ebivatives plans finalised . 

Interest rate news lifts Europe rafinp rr rr dearinjr 


ugmmsm 

By Jeremy Grant in London aid 
Richard Tomkins fci New Tortc 

Core European bond prices 
Jumped to a higher dose yes- 
terday as the UK and Ger- 
many left hey interest rates 
unchanged, with bunds 
boosted in late trade from 
fresh jitters over the state of 
Russian finances and early 
strength in US Treasuries. 

Relief swept through the 
gilts market on news of the 
Bank of England's interest 
rate decision, steadying 
investors' nerves after weeks 
of uncertainty in UK bond 
markets. 

The Bundes bank, as expec- 
ted, left interest rates 
unchanged at Its council 
meeting. However, Hans 
Tietmeyer, bank president, 
re-opened the debate over 
the pace of Emu interest rate 
convergence by warning that 
a German interest rate rise 
may be necessary this year if 
some of Bonn's fellow euro 


zone members fan to tighten 
fiscal policies. 

Eugenio Domingo Solans, 
European Central Bank 
board member, meanwhile, 
called for faster conver- 
gence. 

Economists say countries 
on the Emu periphery such 
as Spain, Italy and Ireland 
may have trouble lowering 
interest rates if their econo- 
mies continue to steam 
ahead. 

In spite of bond yields hov- 
ering at lows, analysts say 
there is potential for bond 
prices to push higher if 
emerging market sentiment 
sours further over Russia's 
economic woes. 

“I think Russian uncer- 
tainty and resulting flight to 
quality is probably a good 
thing for [German] bunds. 
Volatility in the short term 
will reduce the appetite for 
emerging market risk, which 
will benefit safe haven mar- 
kets," said Ifty Islam, fixed 
Income strategist at Deut- 
sche Bank. 


US TREASURIES started 
the day slightly higher, 
extending their gains during 
the morning on political 
uncertainty in Japan and a 
strengthening of the dollar 
against the yen. 

At noon, the benchmark 
30-year bond was up i at 
107 fi. yielding 5.597 per cent. 
The 10-year note was up Vi at 
1Q1J4, yielding 5.401 per cent, 
and the two-year note was 
up £ at 99ft. yielding 5.406 
per cent 

The day’s session was pre- 
ceded by the release of the 
weekly figures for US jobless 
claims, which showed a sur- 
prising drop of 1,000 to 

393,000 in spite of the Gen- 
eral Motors strike. 

Analysts had expected the 
strike to result in a 30.000 
increase In claims. In feet, 
the unadjusted figure rose 
by nearly this amount - 
29.000. But after seasonal 
adjustment, the effects of 
the strike were disguised by 
the normal two-year shut- 
downs that occur in the 


automotive industry at this 
time of year. 

After starting only mod- 
estly ahead, the 30-year 
bood strengthened during 
the morning as the market 
switched attention to 
the elections in Japan 
and increasing pessimism 
that the government would 
be willing or able to intro- 
duce needed economic 
reforms. 

UK GILTS closed higher, 
cheered by a decision by the 
Bank of England’s monetary 
policy committee to leave 
interest rates at 7.5 per cent 

The short end of the yield 
curve outperformed the long 
end, as expected given its 
sensitivity to interest rate 
movements. 

The September 10-year gilt 
future settled 0.60 points 
hi gh er at 109.15 in heavy vol- 
ume of 87,000 contracts 
traded. In the cash market, 
the spread between the 
benchmark gilt and bund 
contracts narrowed by 7 
basis points to 117. 


Analy sts said It was not 
yet clear whether interest 
rates had peaked, and gilts 
were likely to remain cau- 
tious until there were dear 
signs that this was the case. 

“There axe plenty of 
people who think the Bank S 
waiting for the August 
Inflation report. But our 
view is that it should be the 
last [rate] move because the 
MFC win see more evidence 
of the economy slowing," 
said Julian Jessop, chief 
European economist at 
Nlkko. 

"There are also fears out 
there that the Bank may still 
raise rates,” he said. Key 
infla tion and average earn- 
ings data are due next week. 
Both have been an increas- 
ing focus of the MFC’s infla- 
tion calculations 

GERMAN BUNDS hitched 
a ride with higher US Trea- 
suries towards the close of 
trading in Europe, with the 
September 10-year bund 
future settling a 13 points up 
at 10&90. 
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Fannie Mae launches $2bn add-on 



By Edward Luce 

Fannie Mae. as expected, 
came to the markets yester- 
day with a S2bn add-on to 
the S3bn global bond it 
launched in May. The com- 
bined total of |5bn makes It 
the largest o on-sovereign 
dollar bond in the 10-year 
sector. 

Because of a slight 
improvement in market sen- 
timent over the past two 
days, Fannie Mae priced the 
deal at the lower end of its 
indicated range. 

At a spread of 37.5 basis 
points over the Treasury, the 
bond was priced to yield 3J> 
basis points more than 
the Initial launch spread 
last May - an indication of 


WORLD BOND PRICES 


tbe spread widening that 
has taken place in the mean- 
time. 

About two-thirds of yester- 
day’s tranche - lead man- 
aged by CSFB, Merrill Lynch 
and J.P. Morgan - went to 
US investors, according to 
one official. 

The EUROPEAN INVEST- 
MENT BANK also took 
advantage of the mild 
improvement in sentiment 
to launch a DM3 bn offering 
which will be fungible with 
earlier offerings in euros and 
lira. 

The combined total - of 
about E5bn once the D-Mark 
and lira tranche have been 
converted Into euros - will 
make it the largest 10-year 
bond from a non-sovereign 
borrower in any currency. 

“These large and very liq- 


New international bond issues 
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uid bonds are popular with 
investors at times like 
these." said an official at 
CSFB. joint lead with Dresd- 
ner Klelnwort Benson. 

Elsewhere, traders in Lon- 
don said there were strong 


rumours Ukraine was expec- 
ted to return to the interna- 
tional bond markets for the 
third time following its 
double-digit coupon bonds in 
D-Marks and euros earlier 
this year. 


Depfe. the German bank, 
is to issue a 10-year global 
Pfandbrlef in the next few 
weeks totalling at least 
DM4bn. The bond will be 
lead managed by Commerz- 
bank and Goldman Sachs. 


By Jeremy Grant 

Moody's Investors Service, 
tbe rating agency, yesterday 
lowered Vietnam’s sovereign 
credit rating to Bl from Ba3 
because of concern over stal- 
led economic reforms and 
the threat posed to Its bal- 
ance of payments position by 
slowing foreign currency 
inflows. 

The move comes five 
months after the agency 
placed Vietnam's long-term 
debt on review for passible 
downgrade. 

Bankers said that, com- 
bined with the effects of tbe 
Aslan financial crisis and 
the currently poor state of 
emerging debt markets, the 
downgrade would further 
delay the the communist 
country's debut on the inter- 
national capital markets. 

Hanoi in March said it was 
pressing ahead with plans 
for a $L00m-$150m eurobond 
of between three to five 
years’ maturity this year. 
Nomura and Merrill Lynch 
| won a mandate to co-lead 
manag e the issue in 1996. 

“I imagine it’s on the back 
burner given what’s going 
on in the [Asian] region, how 
there’s been no progress on 
the reforms, as well as tbe 
local currency looking over- 
valued. It comes as no sur- 
prise." said Chris Portman, 
senior analyst at ANZ 
Investment Bank, 

The IMF and World Bank 
have cautioned Hanot 
against incurring farther 
commercial debts In view of 
its low debt service capacity, 
a sharp slowdown in exports 
and foreign investment. 

Moody's said that the 
gains from a decade of eco- 
nomic reforms were dissipat- 
ing and that the mainte- 
nance of macro-economic 
stability could not be 
assured. 


for launch 


By Edward Luce 

The London Clearing House, 
the body that clears and 
settles transactions; for com- 
modity and fixtures 
exchanges, yesterday said it 
had finalis ed plans for Its 
proposed clearing service in 
the . over-the-coanter deriva- 
tives market 

The system, known as 
SwapClear, is expected to he 
launched by August 1999, 
assuming it receives 
approval from regulatory 
authorities including the 
Commodity Futures Trading 

Commis sion in tbe US. 

“This win be the first ever 
clearing system in the OTC 
derivatives market,” said 
David Hardy, LCH chief 
executive. The system, 
which will initially be avail- 
able for straight interest rate 
swaps of up to 10-year matu- 
rity, is expected to Include 
tbe leading banks in the 
global market 
Once it is off the ground, 
LCH win look at extending 
clearing facilities to cross- 
currency swaps and to con- 
tracts of longer duration. 

The LCH, which is 75 per 
cent owned by its members 
including leading banks, 
said the facility had been 
devised at the request of its 
members. 

Officials say the system 
will provide a number of 
benefits. First banks will be 
able to free more credit lines 
by shifting exposure from 
their bilateral counterparty 
to the LCH. Exposure limits 
between banks using the 
system will thus be put to 
better use. 

Second, banks using the 
system will be able to 
im p rove their return on capi- 


tal by freeing collateral that 
would have been provisioned 
against counterparty risk. 
As the central counterparty, 
the LCH assumes such risk. 
Return on capital can also 

be . boosted as users can 
cross-margin their exposure 
a gainst positions on other 
markets which are cleared 
by the LCH, such as the Lon- 
don International Financial 
Futures and Options 
Exchange. 

Third, banks can cut back- 
office costs by reducing the 
number of counterparties 
they deal with. The. LCH 
becomes sole counterparty 
the moment the contract is 
put through SwapClear. 

The LCH believes savings 
on operational efficiency wffl 
more than make up for the 
£250,000 ($412,500) cost of 
jo ining the system. The aver- 
age fee on a swap is esti- 
mated at £40. 

Meanwhile, executives at 
the international Securities 
Markets Association, the 
self-regulatory body for the 
eurobond market, are hope- 
ful they can reach a deal 
within the next few weeks to 
Tnoiudig the LCH in ISMA's 
new automated bond trading 
system. The automated sys- 
tem. known as Coredeal, Is 
expected to be launched in 
mid- 1999. 

Under the deal, the LCH 
would act as the central 
counterparty for Coredeal, 
providing, for the first time, 
a proper clearing facility in 
the secondary bond markets. 

“Within tbe next six to 
eight weeks there is a good 
chance we will have a mem- 
orandum of understanding 
with the London Clearing 
House," said Roy Lambert. 
manag in g director of ISMA. 
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CURRENCIES & MONEY 


D-Mark weakens on Russia fears 
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MARI^TSREPORT 

By Oaotal Dotntey 


Premonitions of difficulties 
ahead in Russia weakened 
the D-Mark against the dol- 
lar yesterday, while the 
Swiss franc hit a five-year 
low against the US currency. 

Traders woke to rumours 
that President Boris Yeltsin 
was HI and though the talk 
was soon dispelled by a pres- 
idential appearance on tele- 
vision, the D-Mark remained 
weighed down by worries 
over Russia's liquidity crisis. 

By the end of European 
trading, the D-Mark stood at 
DM1.82J against the dollar, a 
pfennig down on the day. 

The market is suddenly 
catching up with reality in 
Russia after trying to ignore 
it for a while," said Ros Lif. 
ton at HSBC. “It's disap- 
pointed with the Interna- 
tional Monetary Fund not 
coining up with the money 
Russia wants and it’s disap- 
pointed with the latest Rus- 


sian reserve figure." 

The D-Mark is sensitive to 
events in Russia, because of 
perceptions about trade and; 
in particular, banking ties 
between the two countries. 
In 1997. German banks bad 
some $30bn in outstanding 
loans to Russia. 

The Russian government’s 
latest scramble for cash to 
service its obligations has 
seen talks begin with the 
IMF over what it hopes wfll 
be a $10-I5bn loan package. 
Bond yields have risen to 
over 100 per cent. Yesterday 
it also emerged that in the 
week to July 3 central hanfc 
reserves fell by almost $rt>n. 
tofisbn. 

The D-Mark may have suf- 
fered disproportionately 
from file fact that no other 
country is as exposed to Rus- 
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sia as is Germany. But while 
the link between news from 
Russia and the D-Mark's 
fluctuations have proved 
strong on a day-to-day basis, 
the D-Mark has also been 
undermined by low German 
interest rates and a less- 
than-overwhelming eco- 
nomic recovery. 

■ The D-Mark's weakness 
against the dollar helped 
sterling after the Ranfr of 
Englan d's monetary policy 
committee decided to make 
no chan ge to the repo rate of 
7.5 per cent. The markets 
had been divided over the 
outcome of yesterday's vote, 
although expectations of a 
rise had diminished in 
recent days. 

Sterling closed at DM2382, 
up a pfennig. 

“A lot of people in the 
forex markets are looking to 
sell sterling as soon as they 
are confident that interest 
rates have peaked," said Ray 
Attrill at 4CAST, an eco- 
nomic consultancy. “That 
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level of confidence hasn't 
been reached yet” 

Short sterling futures rose 
after the announcement, 
indicating expectations of 
only one more 25 basis point 
rise thin year. Until recently, 
short sterling prices factored 
in a rise of almost SO points 
by December. 

The Bundesbank said 
it was not raising rates yes- 
terday. The German finance 


ministry nominated Her- 
mann Remsperger, chief 
economist at BHF Bank in 
Frankfurt as Bundesbank 
chief economist 

■ The Swiss franc's continu- 
ing weakness brought it to a 
five-year low of SFr 1.545 

against the dollar yesterday, 
although the currency recov- 
ered to end London trade at 
SFri-541. 

“The Swiss franc has gone 
the way of gold in losing its 
lustre as a safe haven,” said 
Mr Attrill. “People are 
drawn to US treasuries as 
the most liquid individual 
asset in the world; and you 
have interest rate difference 
as well." 
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■ Japanese politicians jos 
tied with each other to hint 
at future government policy 
yesterday. In response, the 
yen moved downwards in its 
now customary fashion. 

The currency ended trad- 
ing in London at Y141.3 
against the doDar. compared 
with Y139.7 the day before. 

Among the possibilities 
mooted by senior officials 
yesterday were monetary 
reflation, a thorough study 
of tax cuts and other 
reforms, and the continua- 
tion of strict fiscal rectitude. 

“Some ruling party mem- 
bers are performing for fixe 
international audience, oth- 
ers are not," said Mr Wal- 
lace. “But it's going to be 
very hard to pry some action 
out of the Japanese." 

Meanwhile, the Korean 
wan hit its strongest level of 
the year. The won has appre- 
ciated more than 50 per cent 
in 1998, as exporters repatri- 
ate dollar profits. Unusually, 
the government is unhappy 
at fixe currency’s strength. 
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Notice to the bolder* of the outstanding 


Hyosung T&.C Co., Ltd. 

I r-V"T».jal «• «kr X'. *co hrwrj bMn I 

iMM. L lMMiT*r«i;.V4«iCji Ld I 

U.S. $30,000,000 

3% per cent. Convertible Bonds due 2005 
of Hyosung T&C Co^ Ltd. 

NOTICE IS HEREBY GIVEN <-■ iKr h-d-lm-^ihe A»e BonJ, tHar.xi the Mcctee 
. « mk h U -Urn m - a venr J K' dir N> (itur «l Mauris rubUiaf m ihr Fnuncu) Timn and 
ifir LutcmEutccr H’. n -in 1 Jrfi (unr. T99j joJ hrtlai 10 .Vim. (Soul nmr ltd t*S 

Jub. 1^». i)v tvtrfc+Jin+iT RuMJin-ntn ne Di'AidiNuuccmbJulTniacd 

WJnj; :Krn»«iaxjr»*te m iheTomanJO-niioro.dMKh B-<ikk*nJ the Trusi 
EV&J c.TMi'u-inc ihrm rttencJ in m «A Murvc h*ve Km amie with dial tnm 
HhJuK. 1°++ h iBr.mM4+S««'K*JSurrl'’'n>malTnBiCVriI«IjicJKhJulr. IW. 
Thr .\mcrkVJ SnjaiJ Tul rncr K^Km^aL.-JaudK rW«.ibrciinne>Q>. UJ. m 
a.Tiakc atth thr hvmuli ciauamrJ in rhr Scc-nJ Surrlr“aiul Tnsl EVsJ. anJ 
hi hetn ki M 1 167+7 ^rkmi .+ -K pintijvl mui -4 the 


Bankers Trance Company UhiHwI 


Notice to Bondholders 

Lonrho Rnance Public Limited Company 
£64,500,000 

6% Guaranteed Convertible Bonds due 2004 
£48,500,000 

8% Guaranteed Convertible Bonds due 2006 

Notice is hereby given thai witf) effect from July 8, 1998 the name of 
Lonrho Finance PuMc Limited Company was changed to “Lonmin 
Finance Public Limited Company*. The Company’s above 
mentioned bonds are listed on the London Stock Exchange. 
Existing bonds are not being recaBed and wfl remain vaDd in the 
name at Lonrho Finance Pubftc Limited Company. 


By The Chase Manhattan Bank 
Agent Bank 

Tidy 10. 1998 
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REDEMPTION NOTICE 

CITICORP^ 

US$500,000,000 

Subordinated Bank Adjustable Note Capital Securities 
KNNO.XSMU307SO 
Cvonaa Co* Na. MlUiaiSS 
NOTICE IS HEREBY GIVEN THAT, pursuant to Paragraph 4 of tha Tanas laid 
Condfficra of be Sindmaai BanX Afojpabla Nqla Captad Sccurifan, Gta»p has 
aladed to occ a hr ato ilia schodidcd cash rodemplion data af th« eutstondina 
U6 6500900.000 Subonfintood Bank Actable tin Capikd Saeuiliai inrad by 
CUcara an Docnnber 9. 1966 (Aa ‘Soeurtia«*| to Jldr >5. 1998 W» * 

Cash Doto*J. 

Tho raderpbon poeo af taa Saajrihes. whkb w9 bacoma ika mtd pc, 

Accakteu Can Radamplton DcM, aqud 100K af ha pnndpcJ amaW af tfw 
Scaxibas plus ateait aoauai to. but not tndixfirg, faa Acemrataa Cadi Radnaplian 
Date. On and i Aar Sia A atero te d Cash hAmptcn Ctoto. intootf on iho Senates 
oat to aecrua. 

Thu Sao u il i p mo to be radeawad far ndi on dn Ace t i cn Pad Cosh R ed n^ lioo Pale 
at ihe main afficas of G&xvA. NA in landan, Aantstdam. Aim, Bninds and 
Franldurt am Mom, the mean office af Bcnqua I nhmofanalo d lummhciurg SA in 

■ 1 tho atei office af Gfiaep tremgawnt BcnL 15+n Ue il m d) in Zurich and 

** ‘ ‘ Bemk Og KisMrasa in Osb. tho Secuntim. togednr 



offka set W* dwe an lha Araolmted Cadi Redbmpfian [tata. 


July. 1998 

tyltltalitoWteidMadtefc 
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Wizard Finance Limited 

USS 525,000000 

Asset Backed Boating Rate Notes due 2000 

In accordance with the Tams and Conditions of the Notes, 
notice is hereby svsn that for the Interest Rand from .Wy 10, 
1 998 to Januay 11. 1990 ihe Notes vwl cany an Interest Rate 
of 5,93% per annum. 

The Coupon Amount payable on the relevant Interest Pay- 
mem Date, January 11. 1999 

wS be USS 301.74 per The Agent Ban* 

USS 10,000 principal Kr&t&etbank 

amoum of Note. « x « f Lj uSSSSS 
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SCUDDER GLOBAL OPPOHTUNmES FUNDS 

Boctoto rf Invoottaaement h Copfcol VtoteWe 
A Compartments Muhiptos 
BP. 275 

Sttge social: n Bculavard Hoyrf. L-2012 Liaarnbouis 
fLC. luxamboug B 43.017 

NOTICE OF MEETING 

Door Shareholder. 

Ws have me pleasure of inviting you » attend die Aivwal General Meeting id 
te ara hoMoim. which ett too hold on Jufy27.1BBBH0J0a.ntat die ofteoanf Sibw 
S teal Bare IxMsndxxag SA., 47 Soufevanf Royal. L-2440 LuxamOourg. wifn the 
toSomng agenda: 

ABEMSA 

t Presentation of the reports c4 the Board of Diredore anti of me Auctaor. 

2. Approvaf «f Die oaionce sheet prom and toaeaooouns as of March 31, 1B9B and 
(he aftxation of ihe nai prefte. 

a Dtacnan^ tobe granted tolhs Dvectora anfllo the AudXoriortoetaiancialyear 
ended Matte 311998. 

4. AOittte nondram fw the etoctnn of Directors and Audftorfonheeraufaq year. 

5. Any other business white may be property bnxjghl before the iraetirv. 

The shoioholdare are advfaefl that no quorum for the kerne of ihe agerele is requnefl. 
and Thai tho dodaions wA be taken el the majority vote of ha ahoree preset* or 
reprasamad m me Meeting. Each share la entMed to one vottAsrarehoUer may act 
« any Meeting by proxy 

By radar of na Board of Dtrectore 


#J 


st.sjcorsz'c 


St. George Bank Limited 

fmasporned ra New Sarah Wales J 

ACM 06650 07D 

U.S. $250,000,000 
Floating Rate Notes due 2000 
Norice is bodiy given that for ihe Interest Period 9di July, 
1998 to 9di October. 1998 the Notes will cany a Rate of Interest of 
5.9875% pn annum. The Interest Amounts payable will be U5. 
$153111 per U-S. JtOflOO Note and U5. S1J30.14 per US. 
tlOftflOONcte. The IntE n gtfayment Date will bc9th October. 1998. 


Bankers That 

Company, Lowkxn 


Agent Bank 


DEPARTEMEOT DE LA GUADELOUPE 
EMPRCNT OBUGATAIRE FRF 50 000 000 - 
TRANCHE A TAUX VARIABLE ECHEANCE 7999 
BIN CXHJE : XS0Q515121B0 
EMPRUNT OBUGATAIRE FRF 50 000000 - 
TRANCHE B TACX VARIABLE ECHEANCE 2080 
BIN CODE : XS00615122S2 
For (he period July 08. 1998 » January 08, (999 
tbo new retie ha» beat feud ni 464453 % PA. 
NeapqymaxdaK: January 08, 1999 
Coapm nr : 9 
Amount: 

M738.il for tha dcu a m itwb on of FRF I 000 000 

THE PRINCIPAL PAYING AGENT 
SOC3ETE GENERALS BANK* TRUSTSA. 
11-13, mna Emile Renter 
L-2420 LUXEMBOURG 
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OIL IEA SEES NEW THREAT TO PRICES 


Russian crude 
exports weigh 
on sentiment 


I 



COMMODITIES & AGR ICULTURE 

Metals under 
Asia cloud 




° ]: l ~ i i 


By Robert Conine 


A rise in Russian oil exports 
has emerged ns the latest 
bearish factor to hit crude 
prices, according to the 
weekly oil market report 
released yesterday by the 
International Energy 

Agency-. 

The Paris -based agency, 
which monitors world 
energy markets on behalf or 
the mainly western industri- 
alised countries, said net 
exports from the countries of 
the former Soviet Union 
averaged 3.1m barrets a day- 
in June, the highest level 
since the break-up of the 
Soviet Union. 

But oil markets yesterday- 
remained focused on the 
political uncertainty in 
Nigeria: the bellwether 
Brent Blend for August 
delivery was 13 cents up at 
$13.27 a barrel in late trading 
on London's International 
Petroleum Exchange. 

The IEA said the recent 
rise in Russian exports was 
directly related to attempts 
by Moscow to squeeze more 
taxes out of the petroleum 
sector: The Russian govern- 
ment is determined to collect 


taxes, leaving cash-strapped 
oil companies to turn to high 
exports for hard currencies." 

The agency said Russian 
exports were rising even as 
government officials prom- 
ised the Organisation of 
Petroleum Exporting Coun- 
tries that Moscow would 
do what it could to limit 
output. 

Last month. Opec mem- 
bers and non-Opec producers 
such as Mexico and Oman 
agreed a new round of pro- 
duction cuts aimed at revers- 
ing the recent price slump. 

A senior Russian delega- 
tion told Opec ministers 
at the time that “Russia 
has a vital stake in ensuring 
the stability of the oil mar- 
ket". and noted that this 
year’s drop in price “had 
dire consequences for our 
economy". 

That may be so. but yes- 
terday's figures from the 
IEA illustrate how individ- 
ual oil producing states can 
be forced into see ming ly con- 
tradictory policy positions 
whou faced with an eco- 
nomic crisis. 

It also demonstrates the 
complex problem facing 
leading petroleum producers 



markets RB*0RT 


By Kenneth Goofing 

and Paul Sofman 


The erosion of bulging oil stocks over the rest of the year 
might take longer than some expect, the IEA report says 


as they try to grapple with a 
price slump against the 
backdrop of growing eco- 
nomic instability across the 
world. 

The IEA also warned yes- 
terday that the erosion of 
bulging oil stocks over the 
rest of the year might take 
longer than some expect 

It said large volumes of oil 
in transit meant that “addi- 


tional barrels may have to 
be absorbed In the third, and 
possibly fourth quarters’*, 
before the “exceedingly high 
level of onshore stocks’* can 
be whittled down. 

The agency reported that 
industry inventories in 
OECD countries “surged to 
record levels at the end of 
May, topping 2.6bn barrels 
for the first time". 


Worries about Asian 
economies, particularly 
about Japanese fiscal policy, 
continued to weigh on base 
metal prices yesterday. 

Copper slipped to a 12-year 
low of $1,586 a tonne on the 

London Metal Exchange 

while the LME’s other “flag- 
ship" metal, aluminium, fell 
to $1286 a tonne, its lowest 
for four years. 

Nickel was at a 4&-year 
low oT $4,165 a tonne and, 
according to Alan William- 
son, analyst at Deutsche 
Bank, “following the weak 
sentiment of recent days, it 
looks likely to test the 
10-year low of $4,030 a tonne 
seen in October 1993”. 

Rhona O'Connell, analyst 
at T. Hoare, points out in the 
broker's latest Resource 
Markets review that base 
metals prices in real terms 
are as low as they have been 
for 25 years - and gold is “in 
the same boat”. 

She says, however “Metal 
prices look to be bouncing 
along the bottom, though 
there may be a further small 
drop in copper and nickeL 
Although we cannot yet call 
a new bull market, we look 
to be close to the end of the 
bear market" 

The weaker yen was 


blamed by dealers for 
another slip in gold’s price, 
down $1.55 a troy ounce to 
J29L45 at the dose in Lon- 
don yesterday- There was 
still confusion about the 
iynpaet on the market of the 
European Central Bank’s 
decision to hold 15 per cent 

of its reserves in gold. 

Tony Warwick-Ching at 
Flemings Global Mining 
Group pointed out that no 
indication had been given 
about what gold price would 
be used. “At $295 an ounce 
the ECB takes a relatively 
modest 680 tonnes. At $35 an 
ounce it adopts 5,840 tonnes 
- but we think the current 
market price is closer to 
reality.” 

Cocoa fell on the London 
International Financial 
Futures Exchange after fail- 
ing to hold above £1.100 a 
tnnnw. The benchmark Sep- 
tember contract finished 
down at £1,085 a tonne, £14 
below Wednesday’s dose. 

The market is keeping a 
close watch on weather 
reports from Ivory Coast. 
The 1997-08 crop Is expected 
to total 1.13m tonnes while 
early predictions put the 
1998-99 harvest at l.lm 
tonnes. A clearer picture 
usually emerges in August 
when plant survival and 
growth rates are confirmed. 

Cofree also fell slightly, 
with the September contract 
down Sli at $L597 a tonne. 


India drops import plan on signs of sugar surplus 


By KimaJ Bose in Calcutta 


India has abandoned plans 
to import sugar for distribu- 
tion through ration shops 
after predictions that domes- 
tic output will leave a sur- 
plus of 5m tonnes this year. 

Indian sugar production is 
expected to rise to I2.7m 
tonnes in 1997-98 (October to 
September) compared with 
llm-ll.dm tonnes forecast at 
the beginning of the season. 

The government buys 40 


per cent of Indian sugar pro- 
duction to sustain the exten- 
sive public distribution sys- 
tem. and has decided to buy 
an extra 12m tonnes from 
the local factories instead of 
importing. 

“The rally in production is 
due ta the cane crop in 
Maharashtra, which came 
under a spell of drought, 
staging a smart recovery as 
the season progressed." said 
Op D ban uka of the Indian 
Sugar Mills Association. 


“The whole of south India 
produced a lot more sugar 
than expected. India already 
has produced 12J>7m tonnes 
of sugar and some factories 
in the south are still crush- 
ing cane." 

Traders bad already 
imported 580,000 tonnes in 
anticipation of a shortfall In 
production. However, a 5 per 
cent import duty and a coun- 
tervailing duty of RsSSO ($20) 
a tonne introduced in April 
- plus the improvement in 


domestic 1 production - has 
put a brake on imports, Mr 
Dhanuka said. 

The Indian sugar industry 
is calling on the government 
to increase import duties fur- 
ther to discourage imports. 
“Imports will disturb the 
country's sugar economy 
since we are expecting a 
bumper production of at 
least 15m tonnes next year," 
said Mr Dhanuka. 

“At Rs74 a 100kg of cane, 
the crop gives a better 


return to the farmers than 
wheat, rice or oilseeds. 
Unlike in the past years, the 
factories have seen to it that 
the cane bills of the farmers 
are cleared in time. This is 
an extra Incentive for the 
farmers to grow more cane.” 
According to the ISMA; 
“The import duty on sugar is 
just about half the various 
taxes the domestic industry 
invites. There should at least 
be a level playing field for 
the Indian producers.” 


The association has also 
complained that Pakistan, 
which has a huge sugar sur- 
plus. is granting a subsidy of 
Rs4 a kg to its producers to 
encourage exports to India. 

• Russia may set import 
duties of 75 per cent on raw 
sugar and 45 per cent on 
white to protect national 
producers. The duties would 
apply from July 25 1998 to 
January 1 1999. a trade 
ministry official said 
yesterday. 
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NEWS DIGEST 


COPPER 


* 


Malaysian demand down 
60% in 1998 first half 


Malaysia’s copper demand shrank about 60 per cent in the 
firet half of 1 998 compared with a year earfier, industry oBk 
dais said. Malaysia imported about 160,000 tonnes of raw 
copper cathodes In 1997 but one industry executive expected 
demand to drop at least 30 per cent this year as the lull 
impact of the year-ofo economic crisis was fett 

"Demand was quite strong in the first half of last year until 
the regional economic crisis erupted. But demand is going 
down as the market is now very weak," said an executive. 

Malaysia's economy shrank 1.3 pa- cent In the first quarter 
of 1998 from a year earlier, the first contraction since the 
1985 recession. “The first six months have been very tough 
for the industry,” said a manager at Alpha Industries, a cop- 
per products concern. “The downtrend is Italy to continue for 
the rest of the year.” 

Copper products maker Metrod is facing a 30 per cent loss 
In business, mainly because of a slowdown in the construc- 
tion sector which has hurt demand for copper rods. Demand 
for rods could fall to about 80,000 tonnes this year, from 
120,000 tonnes in 1997, officials said. Telephone cable mak- 
ers are also toeing difficulty, with telecommunications compa- 
nies further cutting back on copper cables in favour of fibre- 
optics. Reuters, Kuala Lumpur 
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COCOA 


Ghana plant to double capacity 


Ghana’s state-owned Cocoa Processing Company (CPC) aims 
to double cocoa bean capacity to 50.000 tonnes by Septem- 
ber 2002. CPC plans over five years to gradually phase in the 
extra capacity at its plant in Tama. Its confectionery business 
is also to be expended. 

Ghana and Ivory Coast are keen to expand production of 
cocoa liquor, butter and cake to raise export values and have 
taken steps to liberalise cocoa marketing. Privatisation plans 
for CPC in 1995 were halted without explanation after seven 
foreign companies submitted bids. 

CPC’s latest plans include a new cocoa deodorising 
plant along with a pebble plant for making chocolate- 
coated peanuts - due for installation in 1999. 

Reuters, Accra 




LONDON METAL EXCHANGE 


Turnover figures wrongly stated 


The London Mstai Exchange said yesterday that the half-year 
turnover figures It released recently were wrong because of a 
computer error. The corrected statistics show that activity on 
the exchange in the first six months was virtually unchanged 
with turnover this year reaching 26.4m lots against 263m in 
the first half of 1997. 

Within that total, futures turnover rose 3.3 per cent, from 
24.3m lots to 25.1m, while options turnover fell more than a 
third, from 2m to 1.3m lots. Aluminium, copper, lead and zinc 
lots are of 25 tonnes each while those for aluminium alloy are 
20 tonnes, for nickel six tonnes and for tin five tonnes. 
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ACROSS 

l Point out the route 

straightforward (6) 

4 A day behind in the Royal 
Society's plans (6) 

8 Takes away terribly bad 
cuts (7) 

9 Buries outside new con- 
fines (7) 

U Mare than one flight wtth 
car seats is negotiable (10) 

12 Turn off the lights - the 
king is sick (4) 

13 See about, for example a 
poem (5) 

14 Enquiries into fashionable 
pursuits (8) 

16 One who negotiates plot 
with maid possibly (8) 

18 He made a drama out of 
disease in the Borders (5) 

20 Class document (4) 

21 Historic cycle ( 10 ) 

23 Part of the charm of golf in 
essence is its subtlety ( 7 j 

24 Join the union again (7) 

25 Hidden talent revealed (61 

26 Almost all fashion from 
America gives one the nee- 
dle (6) 

DOWN 

1 Put h down to young girl 
with appeal (5) 

2 Regular cash input to rake 

3 Tom, Bill and poor Sly - 
mass disaster! (9) 


5 The run finishes in tears (5) 

6 Spot In barrack where 
father took the place of 
Henry <7> 

7 One wearing a vest (9> 

10 One who helps the SAS 
isn't at risk of being dam- 
aged (9) 

13 Leader of oil trade diversi- 
fying round Iowa (10) 

15 Still the question that is 

sent by word of mouth (9} 

17 Radiant cry around bishop 
(7) 

19 Main protection is sell-ont 
for women in motoring 
organisation (7) 

21 Bowl leading b3tsman? A 
mistake (3) 

22 Counts on the laser treat- 
ment (5) 


Solution 9,729 
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LONDON STOCK EXCHANGE 




Footsie’s winning run ends despite rate relief 


MARKET REPORT 

By Steve Thompson, 

UK Stock Market Editor 


Just as Wall Street's 
strength in recent sessions 
has propped up a London 
equity market ridden with 
anxiety about a possible rise 
In UK interest rates, so US 
influences were partly 
responsible for a reversal in 
UK stocks yesterday. 

Wall Street's opening 

decline was prompted by a 
profit warning issued by 
DuPont, one of the US mar- 
ket's leading companies, 
which saw the Dow Jones 


Industrial Average off more 
than 50 points early in the 
US trading session. 

That eroded much of the 
confidence boost given to 
London stocks by news that 
the Bank of England's mone- 
tary policy committee had 
decided to leave interest 
rates on hold. 

The committee's no- 
change decision helped stabi- 
lise the equity market only 
for sentiment to take a dip 
as US stocks deteriorated. 

Over the session, the FTSE 
100 index moved in a near 

100-poiPt arc. At its worst 

the index posted a 61.5 
decline, while the day's best 


level was a rise of more than 
34 points. 

The day's events saw the 
sequence of six winning per- 
formances by the index 
grind to a halt, with Footsie 
dropping below the bard- 
won 6,000 level, ending 39.9 
down at 5,969.7. 

But the abrupt about-turn 
in the leaders did not induce 
a similar reversal in the sec- 

ond-llners where the FTSE 
250 racked up Its seventh 
consecutive gain to close 11 .3 
ahead at 5,633.3, although 
closing below the session 
high Of S.63&8. 

Once again the small-cap 
stocks were largely ignored 


- the FTSE SmallCap index 
languished throughout the 
day. closing a net 2.7 off at 
2.S8R8. 

Dealers said the market's 
uptick on the Interest rate 
decision, w hich s aw an &S 
loss in the FTSE 100 trans- 
formed into a 20 -point gain 
within 30 minutes of the 
announcement, had 
attracted a flurry of institu- 
tional cash into the market. 

But once (he initial burst 
of enthusiasm had worn off, 
the relentless flow of profit- 
taking, a feature of the mar- 
ket recently once the front- 
line index crosses the 6.000 
mark, then took over. 


"In the past it has always 
been wise to lock in profits 
above 6 JW 0 . Now there are 
additional pressures affect- 
ing sentiment, currencies, 
earnings downgrades and 
the Asian crisis, that still 
looks to be a wise move," 
said one morkefinaker. 

He said the market 
remained unconvinced that 
the June increase in interest 
rates to 15 per cent was the 
last in the current cycle, 
although one more increase 
in the short term could well 
prove to be so. Short sterling 
futures rose sharply yester- 
day, indicating reduced ner- 
vousness about a rate rise. 


Despite the SmallCap's lat- 
est muted showing, there 
was a handful of exceptional 
performers among the mar- 
ket’s smaller stocks, notably 
Creative Publishing, which 
attracted an agreed bid from 
Hallmark of the US. And 
retailer Brown & Jackson 
produced a bullish trading 
statement 

There were more profit 
warnings in the sector, how- 
ever, with Airflow Stream- 
lines. Critchley and Telspec 
all severely damaged. 

Turnover at 6pm reached 
im shares, of which 50 
per cent was in non-Footsie 
stocks. 
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Burmah 

steaming 

ahead 

COMPANIES REPORT 
By Peter John end Joel Kibazo 

One of the few pleasures 
afforded hard-pressed ana- 
lysts is the potential for 
amusing headlines on 
research notes. 

Yesterday BT Alex Brown 
made its pitch in a buy note 
on Burmah Castrol, the 
lubricants, cbemicals and 
fuels group. Highlighting the 
oil company's potential 
under chief executive Tim 
Stevenson, the broker has 
set a £13 price target on a 
stock it calls "Stevenson’s 
Rocket". 

“Burmah is trading at a 
13-year low relative on every 
major valuation parameter." 
it says. “This valuation 
ignores tbe potential bene- 
fits of the most significant 
refocusing of strategy since 
the early 1980s. underway 
under new chief executive 
Tim Stevenson." 

The shares moved forward 
20 to £11.25 and rival ana- 
lysts said Alex Brown had a 
valid point. But some sea- 
soned sector specialists were 
reminded of Burmah 's 
attractions to lovers of wit 
and repartee. 

A couple of years ago a big 
note on the company enti- 
tled "Barbarians at the 
Gates of Swindon" received 
general acclaim for presenta- 


tion. However, the price tar- 
get of £20 proved to have 
more punch than even Attila 
the Hun could handle. 

Takeover talk returned to 
Willis Corroon sending the 
stock to a new 12 -month 
high on unusually heavy 
turnover. 

The company recently 
reported a 6 per cent fall in 
first-quarter 1998 profits and 
signalled that margins In the 
highly competitive world of 
insurance broking may get 
worse before they get better. 
Nevertheless, tbe shares 
moved up 12 to 177p with lm 
shares changing hands. 

Dealers latched on to 
rumours that Aon of the US 


was poised to make a move. 
Aon has previously been 
linked with Sedgwick. 

Consolidation within the 
sector has been anticipated 
for some time. However, ana- 
lysts were sceptical about 
yesterday’s story. One said: 
“I’ve just put the phone 
down on Willis and they 
denied any awareness." 

The move to leave UK 
interest rates unchanged 
combined with a broker’s 
recommendation to drive 
retailer Debenhams sharply 
ahead in brisk trading: 

By the close the shares 
had gained 20Vi to 33Qp: vol- 
ume rose to 5m. 

Specialists expect the 
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move on interest rates to 
boost spending in the 
group's stores while switch- 
ing from Sears ahead of the 
demerger of Selfridge, its 
premier store, a week on 
Monday, also helped drive 
the shares forward. 

Morgan Stanley Dean Wit- 
ter yesterday reiterated its 
“buy" stance on the shares. 
Analyst Julie Rainshaw 
believes Debenhams has 
been unfairly hit by the neg- 
ative sentiment that has sur- 
rounded the retailing sector 
in the last few weeks. 

Turning to Sears, she said: 
“We do not see value in 
Sears, investors do not need 
to buy this stock to get expo- 
sure to Selfridge. I expect a 
bumpy ride for Selfridge 
after the demerger." 

SK fights back 

SmithKline Beecham 
resisted the rout In interna- 
tionally traded pharmaceuti- 
cals stocks as investors 
responded to perceived US 
pressure. 

One senior chart-based 
analyst said the stock had 
reached a “Golden Cross'’, a 
situation in which the 5frday 
and 200 -day moving averages 
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collide. Chartists see it as a 
signal for a period of sus- 
tained and aggressive 
short-term buying that, in 
Smi thKlin e’s case, was seen 
as taking the stock to 900p. 

The prospect of US inves- 
tors reversing their lS-month 
selling of the stock and 
rebuilding their weightings 
from tbe current 25 per cent 
puts pressure on UK funds. 

And gains over the past 
few days have been accom- 
panied by heavy turnover. 
Yesterday, the shares were 
up 10 at one stage and ended 
comparatively firm against 
tbe market and. sector. They 
closed only 2ft off at 782p 
with volume of 17m. 

In comparison, Glaxo 
Wellcome fell 25 to £16.13 
and Zeneca toppled 62 to 
£24.70. Zeneca responded to 
the profits warning from 
DuPont of tbe US. Both com- 
panies are heavily exposed 
to agrochemicals. 

Barclays was a strong per- 
former ahead of the bank 
reporting season which 
begins in a fortnight 
Apparently, one institu- 
tion was reminded that sev- 
eral senior executives are to 
leave within the next 12 
months and decided that It 
cleared the path for consoli- 
dation. There was active 
buying leading to turnover 
of 6.1m shares and Merrill 
Lynch was understood to 
have been fnflnpntfai in the 
stock. The shares ended the 
day 53 higher at £17.88. 

Brent International 
jumped 13 to 116ftp follow- 
ing the announcement of a 


strategic review which 
includes the disposal of two 
care businesses. 

PPL Therapeutics, the bio- 
technology company that 
cloned Dolly the sheep, bit a 
new 52-week low. The shares 
shrugged off news that pre- 
liminary results from the 
first Phase n study of its 
treatment far cystic fibrosis 
patients showed the product 
is safe and well-tolerated. 
They fell 5 to 162ftp. 

Read! cut International, 
the household textiles, car- 
peting and yarn company 
which announced a full-year 
loss of £28-4m a month ago, 
was very heavily traded. 
Two blocks of 10m shares 
were traded at 38ttp a share. 
The underlying stock closed 
unchanged at 40ftp. 

Orange blues 

The tide looked to be turn- 
ing for mobile phones opera- 
tor Orange. Footsie’s best 
performer this year, after a 
broker suggested both the 
stock and the sector were 
fully valued. 

The shares fell through 
the 700p marie, closing 36ft 
or 5.1 per cent off at 670p, 
the worst performer in the 
Footsie. It was closely fol- 
lowed by rival Vodafone 
which surrendered 38 to 778p 
In trade of 13m. 

A note from Henderson 
Crosth waite on valuations 
said: “We remain concerned 
the UK cellular networks are 
becoming fhUy valued. In 
our view the re-rating of 
mobile stocks has paid too 
much attention to bullish 
long-term penetration prqjec- . 
tions and not enough to 1 
medium-term price and regu- 
latory pressures." 

Among the individual 
stocks. Henderson says, “We 
find it increas ingl y hard to 
come to terms with Orange’s 
valuation.” The broker 
downgraded its current year 
loss forecast from £60m to 
£80m “to reflect tbe 
increased cost of subscriber 
acquisition”. 
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■ Major Stocks yesterday. 
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x . • A EMERGING MARKET FOCUS 

Worries over US earnings deter investors ^sia ^Tfate 

i . n L.A. Um •/ 


L 


w MSSBBBS. 

DuPont's profit warning 
caused Jitters among inves- 
tors, confirming the Increas- 
ing impact of Asia's turmoil 
on US corporate earnings, 
writes Emito) Terazono. 

European markets, which 
rose to intra-day peaks ear- 
lier in the session, lost 
ground as Wall Street 
beaded lower In the opening 
minutes of trading in the US. 
Paris, Frankfurt and Amster- 


dam eased as investors took 
the cue for profit-taking. 

Disappointment at Japan's 
failure to produce specific 
tax-cut measures and health 
rumours about Boris Yeltsin, 
Russia's president, weighed 
on Aslan equities. The yen's 
decline to the Y140 level hit 
the Hang Seng intfar , which 
fan more than 2 per cent 

DuPont's announcement 
that it expected a 16 per cent 
HnnUn* to. ft arntwg n for the 
second quarter presented 


farther evidence of a slow- 
down in the US. The chemi- 
cals group said weak 
demand and currency trans- 
lations In Asia were partly 
to blame. 

"Asia's weakness has not 
only hit export demand, but 
has also brought about a 
price competition, and a 
squeeze on domestic prices." 
says Matthew Wickens, 
economist at ABN-Amro In 
London. 

Cheaper Asian products 


are starting to put pressure 
go the sales of US compa- 
nies, keeping profit margins 
down. The decline in mar- 
gins comes as labour costs 
remain hi g h , further hitting 
the bottom line at US compa- 
nies. Cheaper Imparts affeet 
domestic Inflationary pres- 
sures and make the interest 
rate debate in the US finely 
balanced. 

In the fine of slowing US 
growth, many analysts are 
advocating bonds, while the 


impact of slowing demand 
on US equities is expected to 
be limited. 

“There is plenty of liquid- 
ity in global markets and the 
market will probably move 
sideways in the medium 
term," says Trevor Gree- 
*hara, strategist at Merrill 
Lynch In London. 

Among emerging markets, 
Athens rallied to a record 
high, led by the banking sec- 
tor. The market Is among 
the safe-haven countries 


suggested by. Deutsche Mor- 
gan Grenfell. 

According, to a r anking 
mring criteria tnrfinHnf reli- 
ance on commodity exports, 
short-term obligation and 
currency stability, the 
bank's emerging market 
ton m has identified markets 
which are relatively insu- 
lated from global deflation, 
the yen’s fall and weakness 
in the US. 
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Profit warning Frankfurt gains slip away 
from DuPont 
dents Dow 


M0HCAS 

Profit warnings gave blue 
chips a buffeting on Wall 
Street, but continuing enthu- 
siasm for technology stocks 
propelled the Nasdaq Com- 
posite index to a new high at 
mJdsesslon, writes Richard 
Tomkins in New York. 

At lpm, the Dow Jones 
Industrial Average was 
down 42.10 at 9,132.87 and 
the Standard & Poor's 600 
Index was 2.39 lower at 
1,163.99. But the Nasdaq 
Index was up 559 at 1,841.28, 
given a boost by better-than- 
expected results from inter- 
net company Yahoo! 

A flurry of profit warnings 
depressed blue chips, the 
most worrying of which 
came from DuPont, the 
chemical company, which is 
a Dow constituent 

DuPont's shares tumbled 
S6'4 or 8 per cent to (71ft 
after the company surprised 
the market with a warning 
that price pressures in Its 
crop-protection business and 
other factors would cut sec- 
ond-quarter earnings per 
share to a level 10-15 per 
cent lower than a year ear- 
lier. 

Other companies deliver- 
ing profit warnings Included 
J.C. Penney, the department 
store group, which said an 
unexpectedly high level of 
markdowns would result In 
lower second-quarter earn- 
ings. Its shares fell $5% or 7 
per cent to $66ft. 

West Marine, a retailer of 
recreational and commercial 
boating equipment, saw its 
shares plunge or 28 per 
cent to *11% after warning 
that second-quarter profits 
would be below analysts' 


expectations. And shares in 
Hershey Foods, the choco- 
late company, fell $1} to 
(66% after it warned of low- 
er-than-expected second- 
quarter pr o fi t s . 

The boost to technology 
stocks came mainly from 
Yahoo!, an Internet com- 
pany, which released much 
better-than-expected results 
after the previous day's mar- 
ket close. Yesterday morn- 
ing, the company's shares 
jumped 310A or 6 per cent to 
(196%. 

But there was bad news in 
the technology sector, too. 
Shares in Advance Micro 
Devices, the semiconductor 
manufacturer, tumbled (2%, 
or 14 per cent, to (15ft after 
the company’s announce- 
ment of a bigger-than-expec- 
ted second-quarter loss the 
night before. The company 
has been struggling to cope 
with price-cutting by Intel 
and a downturn in demand. 

TORONTO edged back at 
midsession, with the 300 
composite Index falling 25.17 
to 7,426.10 In turnover of just 
30m shares. 

August Comex gold fell 
(1.50 to (282.70 and weighed 
on the gold and precious 
metals sub-index, which fell 
almost l per cent 
ATI Technologies Jumped 
to a high fbr the year of 
C$20.20 in heavy trade In 
response to sharply higher 
third-quarter earnings. But 
the shares pulled back to 
trade 65 cents higher at 
C$19.70. 

TransCanada PipeLines 
gained 5 cents to C$26.15 fol- 
lowing news It had been 
awarded a contract to build, 
own and operate a natural 
gas plant in Venezuela. 


Mexico keeps uptrend 


MEXICO CITY continued to 
push higher with the latest 
round of government budget 
cuts providing solid support 
for sentiment through a 
morning of modest trading 
volumes. 

The share market ran into 
some profit-taking at the 
opening bell, but the uptrend 
that has been apparent over 
the past seven sessions, 
quickly reasserted itself. By 
midsession the IFC index 
was up 38.17 at 4,611.45. 

Late on Wednesday, the 
finance ministry announc ed 
spending cuts of 5.5bn pesos 
to offset declining oil reve- 
nues. “This Is good news for 
the bond market and there- 
fore for equities," said one 
broker. 

Market heavyweight Tel- 
mex was In the thick of the 


morning's action. The shares 
rose 35 centavos to 22.45 
pesos. 

SANTIAGO advanced aa 
lower interest rates triggered 
buying orders and the IPSA 
Index rose 1.13 or 1.3 per 
cent to 86.29. 

Market heavyweight Cla 
de Telecomunlcac tones de 


EUROPE 

Shares in FRANKFURT 
pressed further into record 
territory early In the day, 
but the advance could noc be 
sustained. 

By the close of electronic 
trade, the Xetra Dax index 
had pulled back from a high 
of 6,051.a6 to close 18.06 
lower an the day at 6,00084. 

Financials had a mostly 
good day. Dresdner Bank. OP 
DM1.06 at DM96.06, was 
among the session's outper- 
form era after the bank 
announced the purchase of 
two Credit Lyonnais 
branches in Stockholm and 
Copenhagen. 

Allianz closed DM22.50 
higher at DM652 after a local 
press report that the two 
were to merge, although no 
date had yet been set 
Vlag climbed DM37 to 
DM1,387 on a sustained 
rumour that the company 
was to sell one or more of its 
non-core businesses with a 
view to concentrating on its 
telecommunications busi- 
ness. 

Sports group Adidas- 
Salomon climbed DM2130 to 
DM258 after Robert-Louis 
Dreyfus, the chairman , said 
that the company expected 
1998 pre-tax profit to rise by 
more than 20 per cent 
PARIS pared early gains 
to close with the CAC 40 
index off 20.73 at 4,819.18. 
Volumes were a gain nrmTlTiHT 
and selling pressure was 
said to be feirly light 
Vivendi was a firm fea- 
ture, pushing up FFr42 to 
FFr1,394 on reportB of an 
upbeat meeting between 
analysts and the group's 
water operations. 

Motors, a strong sector 
lately, faltered with Renault 
off FFTLL1Q at FFT38Z50 and 
Peugeot down FFr17 at 
FFr1586. 

Elsewhere among the 
heavyweights, France Tele- 
com retreated FFr6.80 to 
FFT411. 

A first-half return to prof- 
its lifted Club Med, sending 
the shares up FFr27 to 
FFr567. TFl shrugged off 
“take profits" advice from JP 
Morgan, adding FFr32 to 
FFr920. The broker expects 
earnings growth to be hit by 
pay-TV losses. 

But the hot stock among 
second-liners was car parts 
maker Montupet, which 
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surged FFr49.90 or 17.8 
per cent to FFr329.90. 

AMSTERDAM turned 
lower with the AEX index 
slipping 254 to 1,257.58 after 
hitting a fresh lntra-day 
record of 156857 early in the 
session. 

KNP rose FI 2430 to FI 87.20 
after Goldman Sadis added 
the telecoms group to its 
European recommended list 
Drinks and foods leader Bol- 
sWessanen gained FI L20 to 
FI 3090 after a renewed out- 
break of tentative takeover 
rumours. 

ABN Amro continued to 
gain ground, artiHng 40 cents 
to FI 51 as the group's $Sbn 
Brazilian banking acquisi- 
tion met with a wave of posi- 
tive broker comment Rabo- 
bank upgraded It to “buy" 
and lifted ABN earnings 
forecasts for 1999 and 
beyond. 

Trading grasp Hagemeyer 
dropped sharply after a prof- 
its warning from retailing 
offshoot Ceteco. Hagemeyer 
fell FI 6 to FI 87.20 while 
Ceteco crashed 21 per cent, 
sliding FI 2850 to FI 9050. 

KLM, up 11 per cent in two 
days, ran up against profit- 
takers. The shares fell FZ S50 
to FI 90.70. 

Unilever stayed out of 
favour following a broker 
downgrade, dropping FI 6,10 
to FI 157.10 for a three-day 
decline of 7 per cant 
Copier group Oce fell bade 
FI 450 to FI 8450 in spite of 
s olid fi rst-half results. 

ZURICH finished lower 
after a volatile session which 
saw the SMI index pull back 
from a new lntra-day high of 
8588.7 to dose 225 lower cm 
the day at 85055. 

The banking sector held 
on to some of Its strong 
early gains after the Lugano- 


based Gotthard Bank posted 
positive first-half results. 

Shares of the two big 
Swiss banks hit lntra-day 
highs for the year, although 
UBS has only been traded aa 
a single unit since June 29. 

UBS finished SFr6 higher 
at SFrffil while CS Group, 
which will report first-half 
results on September 9, 
added SFrS at SFz35L 

Gotthard, which speci- 
alises in asset management, 
and Is majority-owned by 
Sumitomo Bank, said It 
expected 1998 net profit to 
rise sharply after first-half 
gross profit rose 26.1 per 
cent The shares rose SR35 
to SFT1500. 

Travel group Kuoni gained 
SFr405 to SFr7590 after the 
private hank, Pictet, recom- 
mended the stock with a tar- 
get price of SF19500. . 

In the pharmaceuticals 
sector, Roche certificates 
lost SFrlSO to SFrl5,465. 


Half-year sales figures are 
due today. Novartis was 
marked SPr23 lower at 
SFT2.550. 

MADRID moved modestly 
lower in line with the broad 
trend across Europe with the 
general index off 654 
at 92654. Telefonica gave up 
Fta80 to Pta7,440, but there 
was no shortage of firm fea- 
tures. 

Electric utility Utattan Fan- 
osa Jumped PtalSO to 
Pta2,180 after an upbeat’ 
interview with chief execu- 
tive Vlctortano Reinoso. 
Radiotnmica added Pta270 or 
4.1 per cent to Pta6,790 fal- 
lowing an optimistic presen- 
tation by the electronics 
group. 

ATHENS closed at an 
all-time high, carried along 
by a solid performance in 
the banking sector amid 
speculation about the sale of 
a minority stake in Ergo- 

hank. 

The general index cHmbed 
4658 to 2,67458 While the 
banking sector jumped 85 
per cent 

Nicholas Georgiadis at 
Omega Securities in AthAnn 
said that sweeping changes 
in the hankhig sector were 
boosting the shares of pri- 
vate sector and soon-to-be- 
privatised state- controlled 
banks. 

But in spite of the eupho- 
ria, all other sectors were 
underperftnml ng. 

vunmi BBn DORM Of MOBM 

Homan, Jeffrey Brawn, Paul 
feign and Prtsr HA 


As Japan prepares- for 
Sunday's upper bouse elec- 
tions, Aslan markets are ner- 
vously keeping an eye cm the 
fete of the yea 
Ever since; the US. doQtur. 
peg was ahandmedby many 
Aslan governments 1 last 
year, the ragkm's ettrwhries 
and equity markets have 
become Increasingly sensi- 
tive to the vagaries of the 
Japanese currency. - 
The yen’s, decline below 
the Y180 level against the 
d o ll ar in late March trig- 
gered the second wave of the 
downturn in Aslan markets, ■ 
which bad been enjoying a 
brief . rebound : dtarihg the 
first quarter. 

Now that most Asian cur- 
rencies are floating, their. 
fhumHai markets are more 1 
sensitive than they used to 
be to the economic woes of 
Japan - the region's largest 
economy and creditor. 

"You would have been 
hard pressed to find a link 
between the yen and Asian 
markets In the 1 980s and 
early 1990 s,”t - points out 
James Monitor, s tr ate gist at 
BT Alex Brown. 

But while fears of a weak 
Japanese economy and a 
depressed yen have had a 
large downside impact on 
emerging markets, the 
upside effects when the Jap- 
anese economy eventually 
turns around may be lim- 
ited. 

For most Asian countries, 
Japan is a lees significant 
trading partner than is gen. 
orally perceived, and the 
reviving effect of a recovery 
In Its economy on the 
demand for imports from 
Asia may be limited. 

Apart from Indonesia, 
which amnia a quarter of its 
exports to Japan, the region 
hmt a more significant trad- 
ing relationship with the US. 

Japan's main role in the 
region has bean that of an 

exporter of « qrftai_ The Jap- 
anese account for 40 per cent 
of Asia's total external liabil- 
ities, according to ING Bar- 
ings. “Japan’s export of capi- 
tal to Asia has been 



staggeringly large,’’ points 
out Aahok fund man- 
- ager at Old Mutual in Lan- 
. don. 

Constrained by bad debt 
provisltms and capital ade- 
quacy ratios, Japanese 
banks are unlikely to be able 
to fill the firm wring gap in 
Asia even in the fees of an 
economic recovery. 

On the other hand, the 
downside risks of a credit 
squeeze by Japanese banks 
In Asia have been huge. 
Hong Kong, .where Japanese 
bank lending accounts for 44 
per cent of gross domestic 
product, arid Singapore, 
vfljen the figure is 61 per 
curt, are expected to be hard 
hit if credit lines are cut by 
Japanese banks. 

Thailand, Indonesia and 
Makj riii j piwn have high lev- 
els of exposure to Japanese 
bank loads. . 

According to ING Barings, 

the foCUS Sew A glim ti m w i-g te g 

markets is thus likely to 
shift from the yen to Japan’s 
ability to restructure Its 
financial system. 

Debt rescheduling and refi- 
nancing are vital if Asian 
economies are to stabilise. 
So the success of measures 
tsktm by Japan to repair its 
fragile banking system - 
notably the bridge bank 
scheme - is likely to became 
one of the key fectars affect- 
ing the region's emerging 
markets. 

Emiko Terazono 
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SS’pZ SS ££ 2 Weaker rand hits Jo burg 


pesos, 

A Edwards Jumped 2 pesos 
to 42 pesos on rumours that 
Spain's Banco Bilbao had 
agreed on an acquisition at 
60 pesos a share. 

CARACAS moved lower on 
continued worries about 
international oil prices. By 
midsession the IBC index 
was down 8555 or 1.8 per 
cent at 4,640.40, although 
volumes were said to be 

light. 


SOUTH AFRICA 


Johannesburg was depressed 
by a pullback In futures and 
further weakness in the 
rand. The overall index fin- 
ished 475 lower at 7,128.0- 
Golds dropped 415 or 4 per 
cent to 9785 in response to a 
dull bullion price, while 
Industrials finished 455 
lower at 8,4135. 


Financials, under pressure 
for the last six weeks as 
companies faced reduced 
margins due to increases in 
official rates, managed a bet- 
ter performance, picking up 
85 to 115565. 

Premier Group edged up 4 
cents to 158 cents as specula- 
tion mounted it was about to 
dispose of its milling and 
baking operations. 


Tokyo subdued ahead of election 


ASIA PACIFIC 


Trading in TOKYO remained 
subdued In thin volumes as 
investors watched political 
developments in the run-up 
to Sunday’s election, writes 
Alexandra Harney in Tbkyo. 

The Nikkei 225 average 
ended 05 per cent or 8452 
lower at 16,44655 after trad- 
ing between 16570.08 and 
16,49251. Volumes were a 
meagre 400m shares. Decil- 
iters outpaced advancers 786 
10 363. 

Foreign Investors were 
active in the market, ana- 
lysts said. The steel and con- 
struction sectors continued 
to be heavily traded, based 
on expectations that a 
widely expected government 
reform plan would lead to 
increased public works 
spending. 

Nippon Steel, which has 
been heavily traded in 
recent weeks, fell Y6 to Y259. 
Iron and steel shares ovaaB 
tumbled 2.4 per cent. 

The Long Term Credit 
Bank, which has been 
rumoured to be facing a 
liquidity crisis and has 
entered talks about a merger 


Pakistan and baSa 
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BSE-30 
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with Sumitomo Trust, 
dropped Y5 to YS9. 

Speculative trading contin- 
ued to lift undervalued 
stocks. Yuasa, a storage bat 
tery maker, was the most 
heavily traded share, gain- 
ing Y47 to Y413. The stock 
has more than quadrupled in 

value since January. 

Jonome Sewing, the 
nation's largest sewing 
machine manufacturer, 
climbed Y19 to Y189. 

The Tepix index of all first 
sector stocks lost 05 per cent 
or 8.12 to 156258. In Osaka, 


the OSE index slipped 46 J, to 
27589. 22. 

KUALA LUMPUR stayed 
weak, slipping a further 759 
to 44759 on the composite 
index iter a two-day decline 
of 45 par cent 

Volumes remained low 
with worries about the 
financial sector highlighted 
by the troubled MBf finance 
group- MBf Capital, a group 
company, lost 13 cents to 51 
cents after announcing an 
M$8,4m dis posal _ 

MANILA ended at its low 
for the session with inves- 
tors tracking the weak yen 
and taking profits. The com- 
posite index ended off 29.10 
or L6 per cent at 1,828.40. 
PLDT lost 10 pesos to 985 


Among financials, Ayala 
Land retreated 60 centavos 
to 1250 pesos but Metropoli- 
tan Bank, the day’s most 
heavily traded stock, 
improved 3 pesos to 247 


HONG KONG dropped 25 
per cent as a weaker Japa- 
nese yen dealt a blow to sen- 
timent, but brokers said thin 
volumes exaggerated the 
fen. Tbe Hang Seng index 


lost 195 A0 to 8,433.78 in mea- 
gre turnover of HK$S5hn. 

Against the trend, Cathay 
Pacific was among the win- 
ners, gaining 20 cents to 

HK&L50 on speculation that 
British Airways was plan- 
ning to tolrw an equity stake. 
Cathay denied the rumour. 

KARACHI tumbled 35 per 
cent as the central hank 
imposed more curbs on for- 
eign exchange and raised the 
forward cover fee on foreign 
currency deposits. The KSE- 
100 index dropped 33.71 to 
63350. 

Analysts said that fears erf 
a moratorium by Pakistan 
on its foreign currency debt 
of more than (30bn were 
looming large over the mar- 
ket 

One trader commented 
that international sanctions, 
imposed after the country's 
nuclear tests, were putting 
the economy under enor- 
mous pressure. 

BOMBAY jumped 2.7 per 
cent as foreign funds turned 
aggressive buyers of blue 
chips. The BSE-30 index 
climbed 86.10 to 353158. led 
by a RS6055 rise in Hindu- 
stan Lever to Rs 1,008. 
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Global 0 ust@dsf 

^ Consolidation is continuing, assets 
are exp anding and prices have begun 
to rise. Jane Martinson reports on 
exciting times for the industry 

The giants get 


Global custodians have 
tested the Lexicon of large- 
ness In the past year. A 
series of mergers has consol- 
idated assets Into fewer and 
fewer institutions with the 
world's largest custodian 
now handling $4,700biL 

This consolidation, which 
has been intensifying over 
recent years, looks set to 
continue The largest custo- 
dians are prepared to expand 
by further acquisition and 
most Industry analysts sup- 
port the view that scale Is 
essential. 

Jeffrey Tessler, general 
.y : manager of the Bank of New 
"York (BoNY) in London, 
says: “There has to continue 
to be consolidation In this 
Industry. Scale means every- 
thing." 

Sandy Jaf fee, division 
executive at Citibank, with 
almost $3,000bn in assets, 
echoes many other Industry 
managers when she fore- 
casts the dominance of four 
or live truly global groups 
alongside several niche, 
domestic companies. “There 
will be more consolidation 
because there is still excess 
capacity.” she says. 

Beneath the largest half 
dozen custodians are 20 or 
more medium-sized compa- 
j v nles seen as potential take- 
* over targets. 

Consolidation has intensi- 
fied in the past year partly 
as a result of significant 
challenges and costs faced 
by the industry. 

Companies faced with 
updating computer systems 


to handle the change of 
dates in 2000 have baulked 
at the costs involved. At the 
same time, the for 

more global investing has 
intensified the pressure to 
spend money on systems and 
Improve services. 

The introduction of a sin- 
gle currency across Europe 
will also lead to great 
upheaval as custodians cope 
with the changes. Chase 
Manhattan, the world's larg- 
est custodian, has estimated 
that more than 1,000 share 
prices could be redenomi- 
nated on the first weekend 
of the new currency with a 
further 24,553 changes later. 

Upper Analytical Services 
has estimated that the aver- 
age spending on technology 
by the top 20 custodians is 
$80m each a year and rising. 
Chase and BoNY, two of the 
largest custodians, each 
spend more than S200m a 
year cm systems. 

Given these figures it is 
hardly surprising that many 
medium-sized groups have 
decided to exit the business 
rather than continue to com- 
pete. 

One of the latest takeovers 
this year has underlined 
how fast the industry is 
changing. Morgan Stanley 
Dean Witter, the US finan- 
cial services group, sold Its 
custody business for an esti- 
mated SSOOm to Chase in 
May. The deal came just 
over a year after Morgan 
Stanley bought a large part 
of its custody operation from 
the UK's Barclays Bank. 


Morgan Stanley's commit- 
ment to the business seemed 
as strong as any bank's last 
year. Indeed, a senior Mor- 
gan Stanley executive said 
in last year's FT survey: "As 
far as we are concerned, 
global custody is a business 
with prospects which we 
want to be in." 

In «»iHng its custody busi- 
ness, with $400bn of assets, 
Morgan Stanley said it had 
decided to focus on three 
core businesses - securities, 
asset management and 
credit services. 

In doing so the b ank 
joined other established cus- 
tody Tuwnas such as JP Mor- 
gan, NationsBank, Bank- 
America and Wells Fargo 
which have left the business 
in the past two years. 

The decision of these 
banks has helped fuel the 
ambitious expansion plans of 
the largest groups. 

BoNY made its unwelcome 
$24bn bid for rival Mellon 
Bank of Pittsburgh earlier 
this year. The proposed deal 
would have created the larg- 
est global custodian in the 
world with $5.500bn In 
assets. 

Analysts welcomed this 
abortive deal as a value 
enhancer. They estimated 
that the mooted Mellon 
Rank of New York’s domi- 
nance of businesses such as 
securities processing, global 
custody and depositary 
receipts would make it one 
of the US's mast profitable, 
with a return on equity of 
nearly 25 per cent. 
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This underlines the strate- 
gic rationale given for many 
takeovers. Richard 
Greensted, a director at 
State Street, one of the 
world’s three largest custodi- 
ans, said: “You do need criti- 
cal mass so that you're effec- 
tively able to generate cash 
flow." 

With more than S4,000bn 
under custody, it is hard to 
grasp how big you have to 
be. Upper repe a t s industry 
estimates which suggest that 


custodians need at least 
$750bn to achieve critical 
maws in the domestic mar- 
ket 

Others, such as Brown 
Brothers Harriman, the pri- 
vate banking group with 
$5£bn of assets under cus- 
tody, disagree. Hampton 
Lynch, executive chairman 
of the London office, said: 
"We choose to compete on 
the basis of superior client 
service as opposed to the fac- 
tory approach of some of the 


largest custodians." 

He rejects the suggestion 
that huge scale is necessary 
to cover the expense of new 
technology. “It's not true 
that we have to spend any- 
where near as rn”ch as oth- 
ers do,” he said, pointing out 
that the group focused on 
certain client groups and 
sectors. In spite of this the 
bank has increased spending 
on technology by "signifi- 
cant double digits" each year 
over recent years. 
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Mr Lynch credits cddsqU- 
dation in the custody busi- 
ness for some of BBH's 
increased business. Take- 
overs absorb much manage- 
ment time and create 
unavoidable upheaval, he 
points out 

Others have also argued 
that clients aze ill served by 
badly handled consolidation 
In the industry. “By the very 
nature of the business, cus- 
tomers like stability and con- 
tinuity," says Dick Feehan, 
^managing director of Bank- 
ers Trust He says that the 
way to “differentiate your- 
self Is to provide quality of 
service". 

BoNY replies that it man- 
aged to keep 90 per cent of 
thft ffUftntn belon ging to JP 
Morgan's custody business 
by offering superior and 
greater service. 

Competition between cus- 
todians has helped drive 
prices down in the past few 
years. But price cuts have 
caused concern about cor- 
ner-cutting among some in 
.file industry. 

| Some analysts believe that 
'custodians are faHng risks 
to avoid pairing on the costs 
of action. This is highlighted 
in the area of sub-custodian 
risk where security can 
come with a high price. 

Anecdotal evidence sug- 
gests that prices have 
already started to rise, hav- 
ing “hit tha hockey stick" 
last year. This is partly as a 
result of aiHWmiat services 
and partly, industry execu- 
tives believe, because compe- 
tition has gone as far as it 
can far now. 

Mr Lynch at BBH takes a 
longer-term view. “Prices 
have certainly been enming 
down in this industry for 
many , many years," he said. 

"I expect we have seen some 
relief on that front but, in 
the longer term, prices will 
continue to go down. Tech- 
nology (foes that” 


While some companies 
publicly justify higher 
prices, clients have grown 
increasingly concerned that 
concentration will lead to 
higher fees. One senior 
industry executive did little 
to ease these concerns when 
he said: “In an oligarchy 
with four or five providers, 
people are not going to slash 
each other’s throats on pric- 
ing. They are starting to sell 
on service rather than 
price." 

It is little wonder that 
so-called "master custody” 
has gained greater currency 
in the past year with a pro- 
fusion of services such as 
the monitoring of Invest- 
ment guidelines, better Infor- 
mation on company actions, 
performance measurement 
and multi-currency report- 
ing. 

The current situation con- 
trasts with 10 years when 
custody banks were differen- 
tiating themselves on their 
ability to handle different 
markets around the world. 

The industry continues to 
enjoy great commercial 
attractions. Long-term demo- 
graphic factors attending an 
a gring , Inpramring l y wealthy 
population, are expected to 
spur growth as are liberali- 
sing markets. Japan’s Big 
Rang ami countries in 
European Union are expec- 
ted to increase cross-border 
investment. 

Industry estimates suggest 
that assets under custody, 
which reached some 
$4D,OOObn In 1997, will 
increase to $50,000bn by 
early next century. At the 
same time revenues, cur- 
rently between $5bn and 
$6bn, are forecast to rise to 
$8bn by early next century. 

With these forecasts 
nnflwpinning expansion, the 
last 18 months of this millen- 
nium look set to be exciting 
ones for the custody busi- 
ness. 
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2 GLOBAL CUSTODY 


OUTSOURCING • by Christine Moir = 


Managers 
do an 
about turn 

Two problems are 
looming — the cation- 


millennium bug 
and the launch of 
the euro 

Last year there were two 
opposing views among man- 
agers of large British invest- 
ment funds. There were 
those who thought safe cus- 
tody of assets was a core 
function It would be 
improper to sub-contract. 
They significantly out- 
weighed those who thought 
they were hired for their 
investment performance 
skills alone and therefore 
not for the everyday duties 
of checking where the assets 
were and whether dividends 
were collected on time. 

Much has changed in 12 
months. The handful of truly 
global custodian houses 
report a marked increase in 
the number of fund manag- 
ers seeking to hand over the 
custody functioo. They 
appear to have been driven 
by a number of forces, some 
short term, others more fun- 
damental. 

The looming threat of the 
millennium bug has caused 
some fund managers to lose 
faith in their in-house com- 
puter skills. Next year's 
launch or the euro while 
Britain stands apart con- 
cerns many. Others are dis- 
mayed by the thought of 
two, expensive, energy-con- 
suming problems looming so 
soon after the expensive and 
energy-consuming efforts 
needed to grapple with the 
London Stock Exchange’s 
new trading and settlement 
systems. 

Longer term they can see 
further need to upgrade 
technology and on increase 
in the number of purely 
administrative functions : 
beyond those of pure safek- 
eeping. All would put more i 
strain on resources and pos- i 


Trustees have been mull- 
ing over the same problems 
plus their new responsibili- 
ties for appointing custodi- 
ans. Some have reached the 
i view - at least tentatively - 
that prudence dictates that 
the custodian is independent 
of the stock picker. They are 
supported by the ultimate 
clients - the worker saving 
for retirement or the unit 
holder - who have become 
much more anxious about 
the safety or their assets 
since Robert Maxwell died. 

A third group have had to 
weigh up the low fees paid 
for basic custody (now per- 
ceived as a simple commod- 
ity) against the huge invest- 
ment in technology they 
would need to make to offer 
a full range of higher value 
add-on services. 

Some of those who have 
opted out have been surpris- 
ing names. Morgan Guaran- 
tee's custody business is in 
the process ’of being 
absorbed by Citibank. Mor- 
gan Stanley sold its 
operations to Chase Manhat- 
tan not 18 months after it 
had bought Barclays Bank’s 
custody business. 

Jeremy Jewltt. Chase's 
senior vice-president reqno- 
sible for global investor ser- 
vices in Europe. Middle East 
and Africa, says simply: 
"Custody was not a core 
business at Morgan Stanley 
as it is with us, and after 
Morgan's acquisition of Dean 
Witter it became even mare 
margin aL" 

Lucille Knapp, responsible 
for European business devel- 
opment at Northern Trust, 
one of the handful of global 
custodians now emerging 
after this round of consolida- 
tion. echoes the implication 
in Mr Jewitt’s appraisal of i 
Morgan Stanley. "The com- i 
mltment needed to offer i 
today’s range of services is i 



PROFILE 


Banker? New York 


Robert Maxweft sparked concern about safety of assets 


enormous", she says, “par- 
ticularly if you have to catch 


office, acknowledges are less 
mature Investment markets 


□p with those of us estate and yet to be wholly con- 


llahed in the market.” 

Ms Knapp, however. Is 
also at pains to distinguish 
her 110-year-old Chicago- 
based trust bank from a 
much more general hanking 
house such as Chase Man- 
hattan. “We are a pure trust 
bank, with GO per cent of our 
revenue coming from cus- 
tody and related services. 
We do nothing else." 

Northern, like Brown 
Brothers Harriman, are 
proof that a custodian does 
not have to be part of a 
bulge-bracket bank to thrive. 
Both are best-known for 
their US client base but both 
offer custody services for 
sizeable amounts of non-US 
assets and. increasingly, for 
European and Aslan cheats. 

Other tending global custo- 
dians also acknowledge a 
future for those in what 
might be called the first divi- 
sion, if not the premier 
league, so long as they con- 
tinue to keep pace with the 
new products on offer by the 
true giants. Even they can- 
not always go it alone. 

Mellon Trust for instance, 
is prepared to admit that 
some markets are better 
tackled through joint ven- 
tures. In Canada its partner 
is CZBC; in Scandinavia, Den 
Danske Bank. While the 
local bank provides access to 
the local market and famil- 
iarity with local regulatory 
demands, Mellon contributes 
state-of-the-art technology. 

Mellon is also seeking 
partners in Spain and Portu- 
gal. which Simon Shaptend , 
Mellon's vice-president in 
charge of business develop- 
ment out of the London 


vinced of the values of inter- 
nationalism. 

But they are not the only 
countries stQl resistant to 
the principle of a single 
global market Chase Man- 
hattan is finding that the 
French can put up endless 
bureaucratic delays before 
allow) ng outsiders equal 
access to its markets. And 
Luxembourg is not happy 
with businesses which do 
not want to be locally domi- 
ciled despite its own special- 
ity in cross-border financial 
services. 

Citibank is one of those 
bulge-bracket houses to have 
benefited directly from other 
professionals' decisions to 
quit the custody business. It 
also has bank branches in 62 
countries with a further nine 
due to become Citibank fief- 
dams soon. But even Neeraj 
Suhai Citibanks's managing 
director of cross-border cus- 
tody and global lending, 
recognises the need to have 
local partners in some juris- 
dictions. Its choice in Can- 
ada has been Bank of Mon- 
treal and others elsewhere 
are being looked at 
The fact is that without 
detailed local knowledge 
even the most advanced 
technology wlU not deliver 
peace of mind for the end 
customer, and if they 
express anxiety local politi- 
cians will be under pressure. 
That could lead them to 
Insist, for instance, that cus- 
tody of local assets should be 
provided by domestic compa- 
nies which could lead to 
local investment houses 
being forced to reverse 
today's outsourcing trend. 


A love-hate 


Bank of New York is a 
name that attracts 
admiration and dttHfce in 
alm ost eqnal measure in 
the global custody business. 

One of the three largest 
custodians in the world 
with 84*20Q0tm of assets at 
the last count, BoNY is 
either laved or loathed for 
its vigorous corporate 
approach and gargantuan 
ambitions. Rivals sneer at a 
strategy they describe as 
“plle-lt-hlgh, seU-it-cheap" 

while many analysts 
admire the management of 
a business which has driven 
down costs and built a 
multi-faceted operations. 

Investment bankers also 
appreciate its deal-making 
nature. The tenfc hn« mad* 
34 acquisitions of 

pi ^fwathip h nernwap * efm»<> 

January 1995, including the 
purchases of units 
belonging to J-P. Morgan, 
NationsBank, 

BankAmerica, Coutts and 
Wells Fargo. 

However, its exploits in 
the past year may have 
taken some of the gloss off 
this r ep uta tion as a 
successful deahnaker. Its 
recent flirtations with 
rivals State Street and 
Mellon Bank have managed 
to make BoNY look 
somewhat like a suitor who 
cannot understand why the 
girls he picks on seem to 
prefer to dance alone. 

The prom started more 
than a year ago when BoNY 
announced it had applied to 
increase its stake in State 
Street, also a top three 
provider, from 4-99 per cent 
to 9.95 per cent Although 
BoNY said the move was for 
“ inv es tm ent purposes 


only", it was widely 
in terpre te d as an attempt to 
test the water for a full 

takeover. Opposition both 
from State Street’s 
management and from 
bankin g 

regulators scuppered any 

such plans and BoNY now 
has a stake back below 5 
per cent 

Then, earlier this year, 
the group made tile largest 
onsoHcited Md fora bank 
in US history with an 
unwelcome $24bn offer for 
Mellon Bank of Pittsburgh. 

The steadied Mellon 
Bank of New York would 
have been the world’s 
largest custodian with 
assets of $5£00bn. It would 
also have enhanced BONY’S 
dominance hi the American 
depositary receipts market 
and added to its l eader ship 
In corporate trust, stock 
transfer and government 
securities clearance. 

A potential deal was 
welcomed by many Wall 
Street analysts. Diane 
Gtosaman, research analyst 
at Lehman Brothers, said of 
the deal that it was “based 
on strong strategic 
foundations". 

Moreover, some investors 
also believed the 25 per 
cent premium to the share 
price was not to be sniffed 
at 

BoNY walked away from 
the tie-up. however, having 
failed to piw management 
approval. 

Bat it *n»«te it clear that 
it was still in the mood for 
shopping. Tom Pern a. head 
of the group’s investment 
company services, said: 

“We will certainly turn our 
attention back to 



Tom Pema: stfi tn the mood for shopping 


Bank of New York: nrungs mix (%) 


[expanding] product lines 
through acquisition.” The 
group is firmly of the view 
that scale is a key driver to 
growth m the custody 
business. 

However, It is also 
anxious to- show that it can 
compete on client service. 

Jeffrey Tessin, general 
manager of London 
operations, smarts at the 
pfle-lt-hSgh jibe. "We are 
focused on expanding 
products. We spend a lot of 
time with clients assessing 
how we can provide 
solutions for them. Either 
we develop or we acquire 
product capability,” he 
says. 

He says the group offers 
"bespoke solutions” to its 
clients and will ensure that 
all product needs are met 
He points out that the 
group retained 90 per cent 


support team in London. 

Whatever the dynamics 
for clients, the business has 
fans on Wall Street. 
According to last year’s 
survey by Salomon 
Brothers of the largest 50 
US banks, BoNY ranked 
second in terms of return 
on assets, and fifth in 
return on equity. Its 25 per 
cent return on equity for . 
the first quarter of this 
year was up from 21 per 
cent the year before. 

Ms Giossman at Lehman 
says that the group has "a 
pretty attractive business 
mix". Its earnings from 
custody are expected to 
increase to 38 per cent of 
earnings, up from 30 per 
cent in 1996. with fee 
income forecast to increase 
as a percentage of total 
earnings from 47 per cent 
to 59 per cent in that 
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Think the pickings 

are getting slim ? Hold on to your dreams. 

There's one global custodian chat can give you w haxym want out of 
a relationship. Commitment. Communication. Creativity. 

And not least of all — Capability- No matter where you invest, 
Northern T rust delivers: 

>• Global market coverage, 

>■ 24-hour securities lending and foreign exchange, 

>■ Risk monitoring and exposure management tools, and 
>■ Regional expertise. 

But enough about us — Jer’s calk about you. We’U take the rime to 
get to know the real you — what your objectives are, and how they 
best can be achieved. Then well deliver customised solutions that 
foci so right, you’ll wonder what life was like before we met. 

Think this relationship could work? Contact Penelope Biggs, 
0171.982.531 l,pb9£Yicrs.com. Or visit our web site at 
http://wvAv.norTherntru5r.com. 
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Mutual Fund Services 


Investment Management 


Investment Information Sendees 


Cash Management 


Currency Management 


Securities Lending 


AS INVESTING BECOMES 

Ageing populations. Diminishing retirement funds No wonder the way institutional 

INCREASINGLY COMPLEX, 

investors work is changing. They're relying on complex strategies. They're looking to 

CHOOSING A 

alternative ways to generate better returns. And they're looking to us After all. weVe 

FINANCIAL SPECIALIST BECOMES 

created some global trends of our own. And our products, services and technology 

INCREASINGLY SIMPLE. 

will make your investing decisions simpler. To learn more, visit wwwstatestreetcom 
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GLOBAL VALUE FROM ONE TRUSTED SOURCE 


YbvrMastcrScurx fir GbM Qamfy. Securirkt Fmipi Exdtmp. Truanmts, Risk and Pafirm** Serrkes 

London • Chicago • Detroit ■ New York • Hong Kong • Montreal ■ Singapore • Toronto 
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GLOBAL CUSTODY 3 


j g*K . by Brian Bo llfl n 

How to defuse potential time bombs 

T\, . Jl 


Turmoil in Asia 
has brought 

sub-custodian 
nsk into sharper 
focus 

Seldom if ever can the issue 
?ff ul> ' cu stodian risk have 
relevant As the 
investment bori- 
iws ctmtkraed to widen 
and market volatility to 
investors have 
reatocttvejy looked to their 
gonal custodians to And 
ways to buy and settle 
quickly and efficiently in 
and embryonic 
s frontier markets. In some 
cases, the eagerness to begin 
reading can override the 
understanding of the risks 
attached. This behaviour is 
changing as Investor aware- 
ness of the new risks to 
■which they are being 
exposed grows and of the 
limited formal protection 
they have against thom 

“Sub-custodian risk has 
come into sharper focus as a 
result of volatility In the 
'Asian markets,” says Neeraj 
Sahai, New York-based man- 
aging director for cross-bor- 
der custody and securities 
lending with Citibank. "Key 
. .operators In cross-border 
investing - global custodi- 
ans, asset managers, pension 
funds and insurance compa- 
nies - are increasingly 
looking to use the services of 
institutions with a strong 
international reputation and 
presence.” 

In the best of all possible 
worlds, the role of subcusto- 
dian would always be filled 
by a suitably qualified Indig- 
enous bank. Investing in 
emerging markets, though, 
can be hazardous enough 
without adding unnecessary 
distractions. In reality, the 
more exotic markets might 
suffer from the absence of a 
financially sound organlsa- 
l don with a healthy balance 
♦. . beet, good creditworthiness, 
satisfactory operational con- 
trols and Year 2000/euro 
compliance. 

In such cases, custodians 
are more likely to turn 
instead to a globally known 
name with a local or even 
regional presence, such as 
HSBC or Standard Char- 


tered. Citibank, which han- 
dles some 85 per cent of all 
its own sub-custody business 
through its own network of 
branches and wholly-owned 
subsidiaries, is seen as a safe 
pair of hands, particularly at 
times of turmoil. Elsewhere, 
ING Barings has for the past 
Tear or so been making a big 
push to alert the financial 
community to the possibili- 
ties of tapping into its 
brands network throughout 
central and eastern Europe. 

The need to explain risks 
more fully and to clarify the 
legal responsibilities of cus- 
todian, sub-custodian and 
investor was underlined by a 
recent mini-series or confer- 
ences arranged in London 
and Vienna by Thomas Mur- 
ray, a London-based manage- 
ment consultancy firm, on 
the subject of asset safety 
and risk minimisation In 
cross-border investment. 

"Many institutional clients 
do not fully appreciate the 
risks to which they are 
exposing themselves.” says 
Simon Thomas, a director at 
the firm. "People need to 
know precisely who is tak- 
ing what risk at what level, 
and whether they are going 
to be left with direct expo- 
sure to an underlying agent 
with whom they have no 
direct relationship. When 
you give a workshop to pen- 
sion fund trustees and they 
begin to understand, they 
suddenly become very inter- 
ested. As securities demater- 
ialise. for example, the focus 
is shifting from agent banks 
to depositaries and clearing 
houses. 

"Global custodians tend to 
wash their hands or risk 
arising from country settle- 
ment practices. Clients need 
to look at what is excluded 
from their contracts with 
global custodians to make 
sure they have no exposure 
to these local agents: we 
believe that if problems arise 
with a sub-custodian, global 
custodians should replace 
the cash or securities 
entrusted to them. If they 
cannot, clients should look 
for a custodian who will. A 
lot of hanks do not have the 
balance sheet strength to 
make this commitment, and 
that raises questions about 
whether they should be in 


the business." 

The main risks causing 
most concern in the subcus- 
todian world today include 
sub-custodian failure, repu- 
tation risk lor the global cus- 
todian. and market risk, 
including the theoretical col- 
lapse of an entire market A 
distinction is normally 
drawn between custody risk, 
against which a global custo- 
dian wfll usually indemnify 
clients, and sovereign or 
Investment risk, where cli- 
ents are very much on their 
own. 

Put another way, global 
custodians will routinely 
cover clients against 
in-house or third-party 
fraud, negligence and wilful 
misconduct but will not give 
clients an open-ended blan- 


ket Indemnity against total 
loss of their assets. Clients 
who fondly imagine that 
their global custodians will 
guarantee everything must 
be disabused of that notion, 
and shaken out of any false 
sense of security. 

"Unrealistic expectations 
lead to unnecessary disap- 
pointment,” says Andrew 
Osborne, bead of worldwide 
network management at 
Northern Trust in London. 
"If people don't understand 

the risks properly, you've 
started the clock on a poten- 
tial time bomb.” 

Clients are expected to 
retain sovereign risk as part 
and parcel of the decision to 
invest in, say, Kazakhstani 
equities rather than UK 
gilts. “We are in the busi- 


ness or helping clients oper- 
ate In the markets they iden- 
tify as attractive, and of 
mitigating investment-re- 
lated operational risk, not of 
enhancing direct investment 
risk,” adds one global custo- 
dian. 

"If we were even to 
attempt to think of indemni- 
fying clients against total 
loss, our balance sheet 
would never stand it Com- 
pare the value of custodians' 
shareholder funds with the 

billions of dollars under cus- 
tody, and you see why regu- 
lators would be worried. 

There has to be a better way 

of doing things than handing 
out what could be com- 
pletely worthless indemni- 
ties; we believe it's better to 
do everything you can to 


prevent the causes of loss, 
and to mitigate the effects of 
loss." 

Safeguards can include 
insisting upon full segrega- 
tion of client assets on a sub- 
custodian's books, from the 
agent's oWn assets and those 
belonging to other clients, 
and ensuring that this segre- 
gation takes place. 

While the matter of sub- 
custodian risk Is a hot topic, 
the thought of failure is not 
exactly keeping the market 

awake at night The industry 
has experienced and lived 

with the consequences of the 
quite different calamities of 
the Maxwell fraud and the 
Barings collapse, but custo- 
dians around the world 
argue that there has never 
been a significant example of 
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sub-custodian failure. This 
record, combined with confi- 
dence in their own network 
management controls and 
procedures, and early warn- 
ing systems, explains the 
generally relaxed air. 

"There Is no room for com- 
placency though,” concludes 
David Bilbe, senior vice-pres- 
ident and maTiag iyip director 


at State Street in London. 
"As well as monitoring the 
potential for sub-custodian 
failure, we're also concerned 
that name of our agents sud- 
denly decides It doesn’t want 
to be a sab-custodian any 
more. And we’re constantly 
amassing the risk of the cen- 
tral securities depository 
failing." 


NETWORK MANAGEMENT « by Brian Bollen 


High standard of selection procedures 


Prevention rather 
than cure is top 
of the agenda for 
management of 
sub-custodians 

One of the most formidable 
barriers to global custody is 
the need to build a strong 
global network of agent 
banks which are able and 
willing to act as sub-custodi- 
ans. As the possible implica- 
tions of sub-custodian failure 
include loss of reputation for 
the custodian as well as the 
loss of clients' assets, the big 
industry operators agree 
that implementing the high- 
est possible standards of 
selection and monitoring is a 
crucial part of the process. 
All other things being equal, 
local companies in emerging 
or embryonic markets bave 
to meet the same standards 
as their counterparts from 
more developed markets. 

"We have sub-custodians 
in 82 markets around the 
world," says David Bilbe. 
senior vice-president and 
manag in g director at State 
Street In London. "In each 
market, we choose the best” 

So what goes into the 
selection of a sub-custodian? 


Plenty is the short answer, 
with prevention rather than 
cure at the top of the 
agenda. "We look at con- 
trols. procedures and com- 
munications ” says Mr Bilbe. 
"We look at minimum stan- 
dards. We do a credit assess- 
ment. We take preventive 
measures before, during and 
after appointment to minim- 
ise the likelihood of serious 
loss.” 

A detailed examination of 
the process shows that State 
Street uses its own estab- 
lished custody operations in 
the US and UK, and sub-cus- 
todian banks elsewhere. Its 
formal policy Is to select sub- 
custodian h anks which dis- 
play securities processing 
expertise and the most com- 
prehensive knowledge of the 
local market 

In common with other cus- 
todians, it describes its eval- 
uation and selection process 
before adding a new bank to 
the network as rigorous and 
lengthy, and says that it will 
only enter a new market 
when satisfied that the ser- 
vices will be of a consis- 
tently high standard. 

Once it begins active 
research of a market, it also 
begins tbe sub-custodian 
selection process, which 


could serve as a fairly typi- 
cal blueprint in the industry. 
Step one is to identify poten- 
tial candidates, based on 
credit and risk policy input, 
contacts with market partici- 
pants and names already in 
its database. It then estab- 
lishes communication with 
possible banks, sending a 
s ummar y of its request for 
proposal (RFP) to seek pre- 
liminary expressions of 
interest 

If the response is positive, 
step two is to send the RFP 
itself which includes detailed 
operating requirements, 
informing candidates of the 
services and service levels 
that they are expected to 
achieve, with an emphasis 
on reporting. This stage also 
includes a questionnaire 
allowing each candidate to 
describe its position relative 
to tbe bank’s manual of 
specifications for communi- 
cation through Swift (tbe 
Society for Worldwide Finan- 
cial Telecommunications). 

Step three comprises a pre- 
liminary evaluation of the 
RFP responses and a visit to 
the market in question to 
discuss these with the candi- 
date banks. This visit 
includes meetings with 
infrastructure agencies such 


as the local stock exchange, 
the central bank and bro- 
kers. 

In step four. State Street's 
credit and risk policy depart- 
ment prepares evaluations of 
tbe finalists. Based on 
assessments of relative 
credit risks, service levels, 
capacity and other factors, it 
finali ses service arrange- 
ments, documentation and a 
fee schedule. 

Once it makes an appoint- 
ment. State Street reviews 
the performance of each sub- 
custodian on an ongoing 
basis, monitoring Hrnplinww 
and correct execution of 
trade settlements, income 
payments, corporate actions 
(Including proxies) tax recla- 
mation, problem-solving and 
(where permitted) competi- 
tiveness in interest rates on 
cash accounts. The bank 
also monitors the ability to 
cope with volumes and to 
handle complex transactions 
correctly, the quality of 
reporting, and progress In 
the use of technology and 
telecommunications 
systems. 

As part of its review, a net- 
work administration officer 
visits each sub-custodian 
annually. .State Street also 
meets with other” imstody 


service providers to broaden 
its knowledge of local mar- 
ket practices, to ensure that 
its own sub-custodian's ser- 
vice, quality and fees are 
competitive and to identify 
potential alternatives. 

State Street arranges visits 
for specific circumstances, 
such as significant market 
events, the introduction by 
it of new procedures or 
noted performance issues. It 
also requires an annual 
audit of operations proce- 
dures and controls at the 
sub-custodians, to be carried 
out by an independent and 
internationally-recognised 
auditing and accounting 
firm. If, during the ongoing 
review process, a decline in 
service is noted. State Street 
may initiate a formal RFP 
process in the market. 
Regardless of performance, 
RFPs are systematically 
issued every four years. 

The approach is mirrored 
elsewhere, with pre-appoint- 
ment, due diligence, and 
post-appointment monitor- 
ing the recurring themes. 
Network management is a 
dynamic rather than a static 
process, and stress is placed 
upon the maintenance and 
development of relationships 
with subcustodians. 


Paul Hedges, director of 
Royal Trust Corporation of 
Canada's worldwide agent 
network, says: "Except in 
Canada, we outsource all our 
sub-custody to third-party 
providers, and we work with 
our subcustodians in close 
partnership, supplying them 
with positive as well as neg- 
ative feedback. Procedures 
have been tightened up in 
recent years as global custo- 
dians have paid more atten- 
tion to third party risk: it's 
becoming increasingly scien- 
tific and customised to each 
agent. 

"We not only lode at the 
reputation risk, the financial 
risk, and the operational 
risk. We also look at people 
risk, asking: do potential 
subcust odians have enough 
staff for the business they 
do, where do they recruit 
them from and is there a 
good stream? What do they 
do to make sure that staff 
keep abreast of market prac- 
tice, regulations and require- 
ments?” 

He compares the process 
to an audit, though more 
thorough. "We are only as 
good as our worst subcusto- 
dian," be says. "So we need 
to make sure that every sub 
custodian Is our best” 
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Which global custodian was rated* 
Number One by the fund management 

industry ? 

Not Mirpri>in>dy. Pirtel A I'.ic - the hunk with lw«* rrnlurit*** of 

i*\| writ-ncc in »-ro>—lionh*r invrMnirnt am! custody -cr\ire**. Ami which 
today provides investor- with ready access to HU markets worldwide. 

Pictet «S (lie i- a private |uirlnershi|> committed to long-term objective*, 
rather than short-term profits. With a team of over 10IHI hanking pro- 
fessionals who take pride in providing a personal. re-pnii*.i\e service, 
hose aim. ulmve all. is to be Number One in terms of satisfied clients. 
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PICTET 


(ieltevu . Honj! Kong . Ijimlon . i.iixcinlMiur!! . Montreal . Nassau . Singapore . Tokyo . Zurich 


For more information, please call Air. Richard Humes at (+41 318.24.99 

www.piclet.com 
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“Thank 

goodness something’s 
going right.” 




Al a time like this, the tat thing you need is 
proMe m s on tire custody front 

Which probably explains why increasing 
numbers of institutional investors are turning 
to Midland Securities Services. 

And why, in just ten yean. USS has 
become the largest global custodian in 
Europe, is among the world's top securities 
services providers, and has responsibility for 
assets in excess of £400 billion worldwide. 

USS is a member d the HSBC Croup, one 
of the world's largest banking and financial 
services organisations. 

Take this, our commitment to the 
business our central London location and our 
24-hour service. 

Add our G50 global custody professionals, 
our committed ongoing investment in systems 
rod IT and oar ability to provide lOQJfc 
fira-dme accuracy. 

Top it off with the tad that we can tailor 
our services to fit your needs, with everything 
from tore custody to forei&i exchange, cash 
management, trustee services, investment 
monitoring, reporting and accounting, 
global proxy voting and equity and gilt 
securities lending. 

And youU begin to see how at least one 
part of your life can go better. 

for the full story, mnua Margaret 
HarwoocHones. Head of Trust and diem 
Relations. 


Midland Securities Services 

Midland Bank pic. Mariner House. 

Fepys Street, London EGN40A 
Tel : ■*•44 ftH T71 260 5827 
Fax: +44 (ij) 171 260 0521 
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4 GLOBAL CUSTODY 


PRICE PRESSURES • by Brian Bollen 


Seesaw 
tilts less 


The pressure on 
prices has eased 
significantly and 
the curve has now 
flattened 

Downward pricing pressure 
has long been a Tact of life in 
the global custody Industry, 
but a number of institutions 
claim that this could be 
about to change. The consen- 
sus within the industry is 
that the handful of providers 
at the top end of the busi- 
ness have no interest in com- 
petition based purely on 
price. 

Boston-based State Street, 
which prides itself on being 
one of the leading global cus- 
todians without buying mar- 
ket share. Is among those 
adamant that prices have at 
least flattened out, and may 
even be rebounding. 

"The shape of the curve is 
like a hockey stick," says 
David Bilbe, senior vice-pres- 
ident and manag in g director 
at State Street in London. 
With assets under custody 
approaching $4,000bn at the 
start of the year. State Street 
should know what it is 
talking about 
Tom Pema, an executive 
vice-president at Bank of 
New York, one of the other 
leading custodians, agrees, 
saying: "Over the past 12 to 
18 months we've seen the 
pressure ease significantly." 

The view is not uncom- 
mon, though one must obvi- 
ously take into account that 
claims of firmer pricing are 
emanating mainly from the 
dominant suppliers. 

But even the niche players 
detect a shift Says David 
Watson, bead of marketing 
and business development at 
Lloyds Bank Securities Ser- 
vices: "The balance has not ' 
swung towards sellers, but 
the seesaw is tilting less 
steeply towards buyers than i 
it was five years ago when 


everyone was chasing every 
mandate " 

There are several reasons 
for this development, the 
two main driving forces 
being the consolidation 
which has taken place In the 
industry in recent times, and 
the onward march of tech- 
nology. The decision of 
organisations such as Nat- 
West, Barclays, Morgan 
Stanley and J.P. Morgan to 
exit custody has reduced the 
pressure on price, which was 
caused as much by excess 
supply as by any other con- 
tributory factor. 

"Quicker, more efficient 
systems combined with criti- 
cal mass are changing the 
equation,” says Paul Hedges, 
director of the worldwide 
agent network at Royal 
Trust Corp of Canada. 
"Technological progress has 
generated significant opera- 
tional efficiencies, with 
straight through processing, 
central depositaries and 
book entry transfers replac- 
ing paper in many markets. 
There Is more to come, as 
some markets are much 
more advanced than others. 
Even emerging markets 
have the opportunity to 
enter the capital markets 
business using state of the 
art technology, so long as 
they have no paper-based 
baggage. Utopia would be 
same day real-time instanta- 
neous settlement of all 
trades; in the major markets 
we're perhaps 75 per cent 
there.” 

"Global custodians and 
sub -custodians have made 
massive investments in tech- 
nology.” says Lucille Knapp, 
of Northern Trust’s Euro- 
pean new business develop- 
ment division. *T believe that 
clients accept that our abil- 
ity to do this and provide 
quality service costs money. 
The contraction in the indus- 
try has helped the current 
client base and future client 
base to understand and 
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appreciate that. There’s no 
point in beating down the 
price if you thereby drive 
dawn the quality of service.” 

Adding to the effects of 
consolidation and automa- 
tion, there is also a sense 
that the very natnre of 
global custody has begun to 
change. As the value chain 
extends beyond simple set- 
tlement and safe custody 
and Into the provision and 
processing of valuable data 
an transactions and markets, 
so must the pricing struc- 
ture evolve. 

"Global custody was first 
priced when it was quite dif- 
ferent,” says Mr Bilbe. 
"We've had the eommodisa- 
tion of the product, now 
we're seeing the differentia- 
tion between providers. Cli- 
ents today are looking at a 
range of very complex ser- 
vices. and recognise that if 
they want more, they have 
to pay more.” 

"Investors are recognising 
that we take more risk and 
offer more value today.” 
says Mr Pema. of Bank of 
New York. "Pricing needs to 
adapt to this new environ- 
ment; our surveys show that 
clients are happy with the 
service they receive and the 
price they pay.” 

As the client base Itself 
has consolidated, require- 
ments have become much 
more complex and difficult 
to satisfy. “They know that 
if they go for the cheapest 
option they will not accom- 
plish their goals,” says one 


custodian. "You're dealing 
with professional buyers, 
who all realise that you get 
what you pay for. If you 
want additional services, 
there is a price involved, an 
explicit price. Value for 
money is more important 
than achieving the lowest 
price.” 

K I think that if you catch 
clients at the right moment 
they’ll agree that custody in 
general is a good service, 
and that it's inexpensive, ” 
concludes David Batten, 
director of relationship man- 
agement at RBS Trust 
Bank.” 

“There's a certain inequal- 
ity between custody and 
fund management charges, 
which most clients would 
recognise. I also think pric- 
ing is on the way up as atti- 
tudes harden on bath sides. 
Clients want to unbundle 
the cash balances and for- 
eign exchange business that 
once upon a time would 
have boosted the overall 
income from custody. Custo- 
dians need to cover their 
costs in other ways, and if 
custody fees do not pay their 
way they have to go up. 

"Custodians could take 
over still more administra- 
tion for clients. If the clients 
are prepared to pay reason- 
able fees, but they are now 
rejecting business that previ- 
ously they would have 
chased. If potential clients 
are not prep ar ed to pay for 
the service, they are being 
turned away.” 


hi a global custody world 
dominated by a small num- 
ber of huge US banks, the 
private Swiss bank, Pictet 
& Cie, Is an unlikely con- 
tender. Bat a contender this 
Geneva-based bank most 
certainly is. . 

With some $80bn under 
custody and a reputation 
for superior customer ser- 
vice, Pictet is a different 
kind of choice for institu- 
tional clients who want 
something other than the 
cotide-cutter approach of 
the big custodians. With its 
strategy of selective client 
targeting where Pictet feels 
it can add real value, 
including in recent years, 
emerging markets custody 
and servicing high net- 
worth individuals, Pictet 
has made a name for itself 
both inside and outside 
Switzerland. 

Pictet’s trajectory to cus- 
tody success is unlikely, to 
say the least Founded in 
1805, Pictet built its bank- 
ing business by investing 
money wisely and profit- 
ably for a range of interna- 
tional clients. From the out- 
set, Pictet provided safe 
custody for non-domestic 
securities such as Dutch 
and US bonds. 

But Pictet’s latter day 
global custody business 
received a jump-start in 
1974 with the passage in 
the US of the Employee 
Retirement Income and 
Security Act (Erisa), which 
mandated, among other 
things, that US pension 
fhnds employ third-party 
custodians to safe-keep 
their assets. 

“We’d been doing custody 
all along,” head of 

global custody services 
Richard Humes, of Pictet. 

"as part of our asset man- 
agement business, which is 
the main business of the 
bank. And because we were 
in Switzerland [a small 
market!, that obviously 
included providing global 
custody when we invested 
internationally for our 
clients.” 

By necessity then* Pictet 
was providing molti-cur- 
rency reporting to-'Sts ch- 


eats before global custody 
was even understood as a 
separate business line. 

After the passage of 
Eiisa, the Pittsburgh-based 
US bank, Mellon Trust, 
searched fora partner bank 

that would be able to pro- 
vide global custody fora 
group of Its pension fond ' 
clients that were beginning 
to invest overseas. Pictet 
and Mellon formed a joint . 
venture in which Pictet 
undertook to provide multi- 
currency repo rting and 
global custody for these cli- 
ents. “It opened our eyes 
here,” says Mr Humes. "We 
realised that tf we can do it 
for Mellon we can do it for 
others.” Pictet did not pur- 
sue further business in the 
US, but concentrated on 
spreading the global 
custody message in 
Switzerland, the rest of 
Europe and in Asia. 

It took a while for the 
concept to catcb on, since 
there is no legislation in 
Europe comparable to 
Erisa. However, the pru- 
dence of third party cus- 
tody has since become a 
well understood concept 
“Onr first European 
pension client was Nestld in 
1985 and we’ve grown 
from there,” says Mr 
Humes. 

“In Europe, a more per- 
suasive selling point for ns 
has been the ability to solve 
individual reporting 
requirements. For smaller 
or medium-sized institu- 
tions [banks, pension funds 
and asset managers] that 
cannot afford the costs of 
maintaining a back-office 
operation, the ability to 
outsource custody and 
other important services 
such as performance report- 
ing, tax reclamation and 
accounting can offer huge 
savings,” ex plains Mr 
Humes. 

Pictet itself is a substan- 
tial asset manager in the 
Swiss market Almost 
$55bn of the assets it has 
under custody are also 
invested by the bank. This 
intimate knowledge of the 
needs of fund managers 
translates into bolt-on busi- 
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ness opp o rtunities for the 
bank’s custody operations. 

"Sometimes we find our- 
selves providing analytical 
tools that are outside the 
normal remit of custody," 
says Mr Humes. "We want 
to be a one-stop shop for cli- 
ents that fits our niche pro- 
file. We can set up trust 
structures and offer tax 
advice because we already 
offer these services in our 
asset management busi- 
ness." 

Systems - and the ability 
to tailor r eportin g and com- 
pliance in line with the 
needs of each client's fiscal 
and regulatory environ- 
ment - Is an advantage that 
few large custodians can 
provide. They are able to 
keep their fees low by pro- 
viding a fairly standard ser- 
vice and then offering the 
same product to all comers. 
A more bespoke service 
costs a bit more, but for 
some clients it is necessary. 
It is these kind of clients 


that Pictet attracts. 

Though Pictet’s link with 
Mellon Bank ended in 1992, 
when Mellon decided to 
build its own global cus- 
tody business and pur- 
chased Boston Safe Deposit 
and Trust, Pictet continues 
to see a portion of Its fu tur e 
growth coming from strate- 
gic alliances, "tn Australia, 
we have no banking pres- 
ence, but we do provide 
global custody for the cli- 
ents of Permanent Trustee, 
a statutory trustee, there,” 
says Judith Webster, a 
vice-president at Pictet. It 
is a strategy that the bank 
will continue to pursue in 
selected markets. 

For many clients the bot- 
tom line is very simple. 
Choosing Pictet means 
choosing a triple-A rated 
Swiss bank, with almost 
200 years of experience in 
asset management and cus- 
tody. 

Margaret Morris 


Uncontested 
authority for 
custody services 


in 


As a pioneer in Turkish investment banking, we offer Your orders are carried out instantly tharil$s to our 


you comprehensive custody services including extensive 
SWIFT reporting, corporate action processing and cash 
management. You have access to tailor-made and 
reliable service from our staff of experts. You receive 
continual update of accurate reports and projections. 


world-class on line, real time Investment Account system. 
And it is all brought close to you through our global 
network of correspondent banks.. Get in touch 
with i$bank, the most valuable company* in Turkey, and 
see what an authority could do for your T urWsh custody. 


* Markmt capfraff nrrluu of lybrnnk w of May id. 7998 fa S SJ6aj1BOS3. thmtarymMt In Turtwy. iwpiwaMhig 9J K of hfnbtJ Stock ErntJuag* tout. 


S$BANK 


i$bank/Capital Markets Department. 

Maya Altar Center. BOyOkdera Cad. No: 100-102 80280 Esentape, Istanbul. Turkey /Swift Address: isbfttris 
Contact Persons: Mr. Kaan Tofcat (90-212} 212 76 10 
Ms. Mettem KOkten (90-212} 212 04 60 ext 310 Fax: (90-212) 21 1 46 39 
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Lloyds Bank Securities Services 
The Specialist UK Custodian 

When you are seeking a custodian for your portfolio, you can pick 
from the giant global custodians or you can select a specialist UK 
custodian ideally matched to the task. Lloyds Bank Securities 
Services is committed to be the UK’s quality and value for money 
prorider of custody and trusteeship services. We can demonstrate 
our commitment through: 

■ Global network of sub-custodian banks in over 70 countries 

■ Increased market share by acquisition and merger 

■ An account team and Reblionshp Manager for every customer 

■ A significant on-gums investment in systems 

* Assurance uf the financial strength of the UoydsTSB Group 

To find mil more, please call David Watson on 0171-3902700. 


Lloyds Bank Pic. 71 1 .rnibard Sinn. London ECtP 3BS 
Regular ed by IMRO. 


Wayne KrtCat Managing Director 
"UK institutions and 

international banks need 
a custodian which can 
demonstrate a commitment 
to their business and a 
real understanding of 
their needs. " 

“LBS S is a custodian to 
over 500 institutions, in the 
UK and oversex, including 
some of the UK's largest 
pension funds." 


fS^ILloyds Bank 

Securities Services 
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ECONOMIC amp MONETARY UNION • 


by Margaret Morris 


FUTURE OF CUSTODIANS • by Brian Bollen 
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Custodians have . 
agreedonaBig 
Bang approach to 
redenomination 
of currency 

tW« unprecedented. Never 

; before - have global custodi- 
ans agreed on anything. And 
®*v*r - before have the 
wood’s leading practitioners 
sat. down at a table, read; to 
rtaa&le one of the biggest 
. challenges of a lifetime. 

. •: The Global Custodian Emu 
Forum includes all the 
.world’s largest custodians, 
with some 97 per cent of all 
cross-border assets between 
them. The purpose of the 
group, is to make sure that 
clients, suppliers and 
counterparties unders tand 
the impact of Emu and that 
the transition is managed 
properly... 

The group has supported 
tiie. Big Bang approach in 
which the foreign exchange 
markets; money markets, ■ 
the leading stock markets 
- and most sovereign debt con- 
verts into the euro over the 
: New Year weekend. James 
Bowes, Emu programme 
manager at Royal Trust 
Corp of Canada's global 
securities services and 
spokesman for the Global 
Custodian Forum, says: “We 
have supported all the 
efforts of the central securi- 
ties depositaries, stock 
exchanges and governments 
to push through a Big Bang. 
Global custodians have a 
special role to play in this 
transition. As an industry, it 
has been very important 
that we have agreed on one 
way to approach 'le week- 
end'" 

Even though the concept 
of Big Bang is widely 
accepted, many issues 
around the process still need 
to be worked out. Top of the 
list is knowing which Issues 
will redenominate. Eurodear 
estimates that 20.000 to 
25.000- specific instruments 
will redenominate. Pierre 
Slechten, managing director 
of JEurodaur. says: "We can't 
be more specific because we 
simply don't know* 

Though the Ernu-ii gov- 
ernments have agreed that 
moat sovereign bonds win 
redenominate, big unknowns 
surround supranational and 
corporate bonds. There Is no 
compulsion for any inatru- 
swot to redenominate over- 
tbe Wiw Year weekend: the 
BU rules say that an issuer 


has two years in which to 
make the transition. 

For issuers, redenomina- 
tion can be a difficult pre^ 
cess, , both expensive and 
ttae<»nsuming, so it is no 
surprise that some issuers 
will simply wait until the 
next coupon date on a bond 
before redenominating: But 
the industry has.set an infor- 
mal deadline of September 
30 for issuers to announce 
plans to redenominate over 
the transition weekend. Of 
course, all market partici- 
pants expect to receive some 
late entries and systems will 
be configured to make the 
switch even if an issuer 
announces plans to reden- 
ominate in December.' 

Beyond knowing whether 
a given instrument is reden- 
ominating. custodians need 
to know the method used .in 
the process. ‘The redenomi- 
nation algorithm is not the 
same across all instruments 
and we need to know the 
algorithm to properly pro- 
gram our systems." says 
Eurod ear’s Mr Slechten. 

Tracing cash across the 
settlement system will also 
pose a' problem. Sean Quinn, 
global .custody product man- 
ager at Citibank, predicts: 
“Many fund managers are 
setting up Emu-wide cash 
accounts, so it may be that 
they expect cash to sweep 
into that account from start 
of business on January 4. 
That’s a challenge to custo- 
dians that previously had 11 
separate cash accounts for 
that customer." 

Looming largest on the 
horizon at the moment is the 
thorny problem of testing. 
Most custodians have been 
working on Emu projects for 
years - reconfiguring 
systems and developing new 
procedures. But all this 
change needs to be tested. 
For some time, a full-dress 
industry-wide test was 
mooted, according to Royal 
Trust’s Mr Bowes. The idea 
of a dynamic test has been 
quashed as unworkable in 
the time available; 

Instead, a different 
approach will be taken. 
Using the data sets available 
for August 31. most custodi- 
ans and other market partic- 
ipants win simulate the tran- 
sition on a stand-alone basis 
apd than deliver the results 
to counterparties. This static 
test will allow all market 
participants to test systems 
and procedures using real 
data. Both Mr Slechten and 
Mr Bowes point to the 


efforts by the Bank of 
England, which even though 
it is not directly involved in 
redenominating UK securi- 
ties because the UK is not 
part of Emu, has takoo a 
leadership role in the provi- 
sion of information on the 
transition. It was the Bankas 
idea to use the August 31 
date for test batches. 

For very large volume 
relationships, such as the 
one Euroclear has with 
Cedel and with DCS, the 
German depository, more 
dynamic tests are likely to 
occur. "Failures at this level 
would have a huge ripple 
effect." says Mr Slechten. 
"We won’t let that happen." 

Of course, testing does not 
end there. “We’re working to 
pitch testing at the right 
level." explains Sue Brittan, 
senior business analyst at 
Mellon Bank. “What is now 
being discussed is how to 
manage the testing of a core 
portfolio of data between 
participants and then com-' 
paring results." Another 
global custodian explains: 
“Some clients, particularly 
those in Europe, are well 
advanced in their internal 
system work and testing 
and want to have a more 
complete test of what is 
actually going to happen. 
But for others, particularly 
those in the US or Asia, Emu 
Is not as important and we 
are working closely with 
these clients and hope to do 
testing with them later in 
the year." 

Some clients are way 
ahead in terms of prepara- 
tions, explains Mr Quinn. 
"Broker/dealers are way 
ahead of the game," he says. 
"And European fund manag- 
ers are naturally ahead of 
UK-based fund managers. In 
the UK. some managers 
don't think it will affect 
them that much and they 
are in for a few surprises." 

In the run up to le week- 
end, global custodians are 
addressing the human 
resources issues. “We have a 
special policy regarding 
vacations from September, 
because we will he increas- 
ing the fruiuoncy of recon- 
ciliations and having a num- 
ber of in-house dry runs," 
says Simon Olenka. director 
of product management in 
London at Royal Trust Corp 
of Canada’s global securities 
services division. “And we 
are making arrangements ; 
for staff to stay in town over 
the New Year where neces- 
sary." 


The custodian's 
role is becoming 
broader as clients 
step up their 
demands 

The rise of technology and 
the inc pQgfag sophistication 
of the client base have trans- 
formed the world of global 
custody and reshaped Its 
future. . . 

This is apparent first at 
the operational level, where 
state of the art systems are 
optimising liquidity and 
a cCT*Ign ^ T> E ’ settlement, unH 

second, at the service level, 
where the nature of the 
product is changing as, for 
example, d emateriahsat ion 

spreads. 

“The role of the custodian 
is becoming far broader," 
says Ruth Parsons, chief 
administration officer at 
Citibank Global Asset Man- 
agement in T-nnrinn “Banks 
tnigVifr be iwing their vaults 
less and less far physical 
safekeeping, hut clients 
demand mare and more." 

State Street’s David Bilbe 
agrees that clients are 
a l w ay s pushing far mare 
that custodians are moving 
in a very different direction 
from simple securities move- 
ment and control. 

"Clients today are locking 
for a range of very complex 
services,” be says, “Custodi- 
ans are being asked to 
assume a more central role 
in information management, 
data collation and manipula- 
tion. gtandaniteatinn and for- 
matting, to help institutions 


manage, monitor and -miti- 
gate risk. 

Custodians also provide 
compliance information, to 
help monitor activity and 
flag any breach before a 

trade settles." 

As in any other industry, 
participants must improve 
continuously to maintain 
their relative positions. As 
for the future, no-one can 
predict exact . requirements, 
but in a classic virtuous cir- 
cle, the more time that 

hanks sp end analy sin g than- 

clients’ requirements and 
developing new technolo- 
gies, the more tailor-made 
solutions they are likely to 
produce for individual prob- 
lems. 

According to Lucille 
Knapp, of European business 
development at Northern 
Trust, clients can look for- 
ward to an increasingly var- 
ied range of services which 
in effect will lead to a virtual 
redefinition of the global 
custody offering. 

"Relatively few organisa- 
tions actually want only core 
custody these days," notes 
Ids Knapp. “There will 
always be some in each cli- 
ent category who want what 
they see as the basic service, 
but even then the amoun t 
and quality of timely infor- 
mation that they need 
makes it something more 

than plain vanfll a core Cus- 
tody." 

Sophistication starts to 
mount. It appears, with 
reporting. “We take dsta in 
on trades, stare it on our 
database and value assets 
daily. We can report to cli- 


ents dafly if that's what they 
want and progress along the 
value added continuum from 

there. Some clients want -to 
see everything every day. 
Others might just want a 
two-line summary of their 
holdings nni-e a quarter 'or 
twice a year. 

“We hold 400,000 different 
asset types from, around the 
globe and across the mar- 
kets. Automation enables us 
to provide a vastly superior 
tailored ' service that would 
have been impossible even a 
short while ago. 

“Who wants the extras? 
That depends entirely on 
what the investors feel com- 
fortable doing. A small pen- 
sion hind with a few pen- 
sioners will inevitably be 
tew ftemaniting r than a mas- 
sive pension fund that is 
more involved in the 
day-to-day running 
and demands lots of informa- 
tion. 

“Take securities lending, 
far wniwp^ For «*mi> inves- 
tors it’s not appropriate, far 
others it’s an integral part of 
their day-to-day routine. The 
needs depend on the struc- 
ture of ■ the cheat 
tion itself, its sophistication 
and the amount of resources 
it has committed.” - 

As investment regulations 
are relaxed in continental 
Europe, risk and perfor- 
mance measurement is one 
area widely tipped to be of 
increasing importance, with 
interest now focusing on 
how well institutions ha™n» 
th e introduction of the euro 
next year. Institutions with 
expertise in this area will 






Lueffle Knapp; forecasts a redefinition of global custody 


enjoy a competitive advan- 
tage. 

Northern Trust boasts a 
battery of branded services 
to help with, inter alia, risk 
analysis, risk strategy and 
risk iratwgpinpnt This prod- 
uct suite enables clients to 
monitor asset allocation, 
investment style, risk and 
returns for individual portfo- 
lios and consolidations, to 
compare investment results 
against peer groups. 

At the wnhawcftH level, cli- 
ents can order country, sec- 
tor and security analysis, 
and attribution reports. With 
its alerts service, Northern 
Trust is offering what it 
describes as the industry's 
hre < automated online risk 
exposure and compliance 
monitoring tool, delivering 
more control over, and 
understanding of, an invest- 
ment programme’s risk expo- 
sure. 

This eliminates the need 
for routine and daily scan- 
ning of asset lists and trans- 
action statements. It can 
deliver an exception-based 
wanting, via the internet, 
when a guideline has been 


exceeded, explaining why 
this occurred. 

Clients can easily monitor 
or limit exposure to a per- 
centage of total trust assets, 
derivative securities, lever- 
age situations, specific coun- 
tries and regions, specific 
asset classes and many other 
situations. 

“We have built these prod- 
ucts after listening to our cli- 
ents.” says Ms Knapp. “Out 
of regulation, consolidation 
and sophistication haw come 
a thirst far information. As 
mergers and acquisitions 
continue in industry sectors 
internationally, multina- 
tional companies will find 
they have assets every- 
where. We see a drive for 
different better solutions for 
man agin g pension, funds 
around the world. 

"We also see a need for 
increased . flexibility if 
there’s a continued reduc- 
tion in the number of custo- 
dians, and if we're to con- 
tinue to serve the wide range 
of clients out there, not to 
mention new clients who 
will inevitably emerge as 
markets open up.” 


YOU WILL FIND 
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CORPORATE GOVERNANCE • by Jane Martinson 

Vote for |j 

greater 
efficiency § 
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BBS Trust Bank 


UK institutions 
have become 
increasingly keen 
on corporate 
governance 

Institutional investors have 
a catalogue or bungled vot- 
ing instructions and of vot- 
ing deadlines being missed 
which have caused increas- 
ing concern, particularly in 
the UK. The fear is that 
global custodians and regis- 
trars are failing to cope with 
the increasing demand 
among investors to use their 
votes. 

Peter Butler, corporate 
focus director for Hermes, 
one of the largest pension 
fund managers in the UK 
with more than $32bn In 
assets, echoes other manag- 
ers when be says. “The sys- 
tem is not working very weD 
at the moment What's hap- 
pening in this country is 
that there is a greater con- 
centration on voting which 
has highlighted problems." 

UK institutions have 
become increasingly keen to 
register their votes in recent 
years. Their Interest in cor- 
porate governance has been 
largely prompted by the 
threat of government inter- 
vention and fro m strictures 
from bodies such as the 
Hampel committee and, in 
the future, the London Stock 
Exchange. 

The pressure to become 
more active, however, has 
come up against failings in a 
system which is still largely 
paper based. One fund man- 
ager who refused to be 
named said: “A lot of custo- 
dians have probably been 
taken by surprise by the 
rapid increase in demand." 

The UK system allows 
three weeks between infor- 
mation on annual meetings 
and its agenda leaving the 


company to the deadline for 
voting. In between those two 
dates the annual reports con- 
taining the information is 
typically sent to the regis- 
trar and then to the custo- 
dian before arriving at the 
investment house. 

Michelle Edkins. corporate 
governance executive at Her- 
mes, said: "It's very difficult 
and very cumbersome and at 
the peak of the season, it's a 
nightmare." 

Between March and June 
this year, when most annual 
reports are published in the 
UK, Hermes noticed several 
cases of missing or inaccu- 
rate voting. 

But the only way of know- 
ing what bad happened to its 
votes was to phone the com- 
pany and check. As it typi- 
cally does this only to 
explain why it votes against 
a particular motion - a rare 
event for Hermes as for most 
fond managers - the fund 
manager became worried 
about the potential extent of 
the problem. 

It has called for all compa- 
nies in which it invests to 
check the registrar for its 
vote on every occasion. 

Mr Butler believes this 
labour-intensive method 
would be unnecessar y if the 
UK adopted more electronic- 
based voting. "Nobody 
knows how large this prob- 
lem is, but everybody is a bit 
unhappy about it The only 
solution is to move to elec- 
tronic voting." 

Supporters of such voting 
point out that US investors, 
who are forced by pension 
fund legislation to vote, do 
not suffer the same delays 
and hiccups as their counter- 
parts elsewhere. 

Sarah Wilson, at Manifest, 
a voting services company, 
suggests that many fund 
managers are crying wolf 
when they complain about 
the delays. She says the com- 
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Peter Butler: the system b not working very wefl 


pany. which has 1 2 fund 
management clients, can 
make sure that they vote. 

In spite of this, several 
executives at global custo- 
dian firms have admitted 
privately that the issue is 
one that the industry has 
still to tackle. 

One senior executive at a 
US group said that custodi- 
ans were far more likely to 
focus on making sure inves- 
tors voted on important cor- 
porate actions such as rights 
Issues, not least because bil- 
ure to do so could lead to 
compensation. "There are 
many custodians who have 
paid out quite a lot because 
of failing corporate actions." 
he said. "Corporate gover- 
nance actions are usually 
just an apology.” 
it is also the case that 
fund managers are far more 
likely to put more effort into 
getting information about 
such financial actions rh.m 
they do about receiving 
everyday voting matters. 

This relative lack of impor- 
tance has meant that invest- 
ment has not been directed 
at improving data Dows and 
voting systems. "This has 
not really been given a top 
priority [by custodians] so 
not that much resource is 
applied to it generally." said 
Ms Edkins. 

Clive Gande, managing 
director at Bank of New 
York, one of the world's larg- 
est custodians, says, “This is 
increasingly becoming a pri- 


ority as pension funds in 
particular want to exercise 
their corporate governance 
[rights].” 

Clients also worry that 
improvements in the system 
to enhance their voting 
records would lead to 
demands for higher fees. It 
remains to be seen whether 
institutions take their corpo- 
rate governance responsibili- 
ties so seriously that they 
are prepared to pay above 
the odds for them. 

These questions will be 
asked again and again as 
custodians become larger 
and take on more tasks. 

The problems in the UK 
serve to highlight difficulties 
of registering votes else- 
where. in Japan, where tra- 
dition dictates the publica- 
tion of most annual reports 
at roughly the same time, 
the system can reach over- 
load very quickly. 

"With some of the interna- 
tional investments, it’s diffi- 
cult to get past the starting 
blocks.” said one corporate 
governance activist- 

With international invest- 
ing set to increase as pen- 
sion funds continue to 
expand and diversify this 
issue is unlikely to go away. 
As one corporate governance 
expert pointed out "In Spain 
investors sometimes do not 
receive the annual reports 
until the day of the meeting. 
That's a headache Pm sure 
few in the industry are lac- 
ing just yet” 


Left-luggage trade no more 


A 


Many of the fund 
management and banking 
booses for which custody 
was historically a care 
business have been deterred 
by the low fees clients are 
prepared to pay for basic 
safe-keeping of securities. 
Another deterrent is the 
enormous commitment 
required to provide the 
technology and staff which 
higher value services 
require. 

Barclays Bank sold its 
custody business to Morgan 
Stanley less than two years 
ago. but it passed the parcel 
to Chase Manhattan within 
a month of integrating the 
last assets into its systems. 
Sod&te Gdn6rale and 
Mercury Asset Management 
have outsourced their 
entire back offices. 

Gartmore is no longer 
offering custody services. 
Schraders no longer 
automatically acts as 
custodian for all the assets 
it manages. Bank of 
Scotland's trustee business 
is now owned by State 
Street Even Morgan 
Guarantee decided to sell 
its custody business to 

Citibank. 

The past IS months have 
seen a sharp contraction In 
the number of global 
custodians to the point 
where it is convenient to 
talk of the “Big Five" in the 
same way as one does of the 
International accounting 
firms. But not everyone is 
prepared to leave the field 
exclusively to them. In the 
UK, the contrary approach 
has been adopted by Royal 
Bank of Scotland which 
eagerly picked np the 
custody operations of S.G. 
Warburg when Swiss Bank 
Corporation decided they 
did not fit comfortably into 
its strategic {dans for the 
merchant bank. 

As a traditional clearing 
bank Royal Bank of 
Scotland had provided basic 
safekeeping services for 
more than 100 years. Over 
the past 25 years, however, 
the demand has been 
growing for a much wider 



Royal Bank of Scotland has provided basic safekeeping services for more flwn 100 yens 


range of services than what 
David Batten, director of 
relationship management 
at the newly -formed RBS 
Trust Bank, calls "a 
left-luggage operation”. He 
concedes that "the US 
banks made the running 
when they arrived in the 
1970s and began offering 
such add-on services as 
accounting. But it was 
when Mr Maxwell died that 
people really began to be 
anxious about the safely of 
their assets and the British 
merchant banks were able 
to offer technology-based 
services which tied in with 
their asset management for 
pension funds in 
particular." 

Technology is what 
Warburgs has brought to 
the RBS Trust Bank mix. 
Royal Bank itself provided 
two-thirds of the assets 
under custody, with 
Warburgs contributing just 
a third. But the Warburgs 
clients were of a different 
order being mostly either 
pension funds or other fund 
managers with a need for a 
wide range of 

administrative services and 
immediate information. 

They were reassured that 
their needs would continue 
to be met on systems with 
which they were already 


familiar - Royal Bank's 
clients saw themselves as 
gaining extra services but 
provided by the same bank 
whose integrity and 
commitment to custody was 
unquestionable. 

Combining both 
businesses created a 
company with £280tm 
under custody, making it 
the second-largest UK-based 
custodian (Midland Bank 
holds the top position with 
£400bn.) Moreover its 
strongest market position is 
among pension funds; it 
looks after the assets of 
1,600 UK pension funds, 
including half of those 
whose parent com panie s 
are quoted on the FTSE 100. 

Mr Batten, however, likes 
to emphasise the range of 
services RBS Trust Bank 
offers by referring to its 
unit trust clients which 
have specific needs for 
daily fund accounting, 
registration and dealing by 
unit holders and unit 
pricing. 

The backgrounds of the 
two businesses also allow 
the new trust bank to 
sidestep two of the big 
issues which have deterred 
others from carrying out 
custody themselves. "We 
already report every 
transaction In as many as 


any three currencies of the 
client's choosing." says Mr 
Batten. "So next year’s 
arrival of the euro holds no 
fears. And, touch wood, we 
haven't come across a Year 
2000 hitch yet." 

It Is perhaps too soon to 
say whether RBS Trust 
Bank will bed down as a 
successful and permanent 
competitor in the market. 
Full Integration of the two 
businesses will not be 
complete until the early 
autumn. But the two 
cultures seem to be rubbing 
along tolerably - always a 
difficult matter in the 
financial services sector 
where egos are so powerful. 
Mr Batten wryly notes that 
some mergers have not 
proved entirely happy, 
mainly as a result of 
culttzre and personality 
clashes. "But we were able 
to get everyone to agree 
what role they were going 
to do." 

And, it seems, to share 
out the top positions to 
everyone's satisfaction. 

John Trueman, chairman, 
for instance, is a Warburg 
man. But the managing 
director, Gordon Lindsay, 
comes from Royal Bank's 
Glasgow connections. 

Christine Moir 
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SECURITIES LENDING • by David Cowan 


Lessons learnt from the Maxwell saga 


Custodians have 
drawn back fund 
managers by 
playing an 
intermediary role 

Custodians have played a 
pivotal role since the Max- 
well saga in boosting securi- 
ties lending volumes by 
offering programmes putting 
the custodian between the 
lender and borrower. 

Securities lending is a low 
margin business and there is 
a risk/reward equation to 
consider, wbich combined 
with the Mirror Group pen- 
sion fund's "creative" use of 
securities lending has made 
fluid managers and trustees 
more cautious. 

John Piccitto, director of 
group administration at Mer- 
rill Lynch, says: “What's 
happened is that fund man- 
agers. rather than doing it 
themselves, tend to give a 
lot of their securities lending 
business to their custodians, 
leaving custodians to vet 
and arrange acceptance of 
borrowers. All this came out 


of the Maxwell affair." 

When the role of securities 
lending in the Maxwell situa- 
tion was publicised many 
fund managers withdrew 
their collateral from the 
business, but by playing an 
intermediary role based on 
existing relationships, custo- 
dians have successfully 
drawn them back along with 
new entrants. 

Mr Piccitto explains: 
"What this meant for custo- 
dians is that they could say 
to fund managers “We'll do 
this for you, you can trust 
us, we've been working 
together for a long time.' 
What followed was that cus- 
todians saw they could con- 
trol the process and per- 
suade fund managers in 
because of the growth in the 
pool of available securities.” 

The Maxwell saga meant 
heightened attention was 
paid to the risks inhe rent in 
securities lending, namely 
default by the borrower and 
the use to which the collat- 
eral is put. These are now 
addressed by regular credit 
reviews of borrowers and 
tracking to ensure that all 


loans are fully collateralised. 
Fund managers have become 
more cautious in their lend- 
ing programmes and are 
playing an active role in 
defining the das and don’ts 
of lending. 

This growing sophistica- 
tion by both custodians and 
fund managers has demon- 
strated to potential new 
entrants the value of joining 
securities lending pro- 
grammes. One such new 
entrant has been the Univer- 
sities Superannuation 
Scheme (USS), which joined 
Chase Manhattan's discre- 
tionary global securities 
lending programme in May 
this year. The USS fund has 
in excess of £l7bn covering a 
membership of 138,000, and 
is the principal superannua- 
tion scheme for academic 
and senior administrators in 
British universities and edu- 
cational institutions. 

Colin Hunter, chief 
accountant at USS, explains 
the rationale for using secu- 
rities lending: “We shied 
away from securities lending 
a while back, but decided to 
revisit the idea. USS is keen 


to ensure that revenue 
opportunities are exploited 
within the constraints of 
risk mitigation, and we saw 
that while risk exists in 
securities lending there are 
considerable revenues." 

The focus of the pro- 
gramme is risk mitigation, 
whereby all loans are pre- 
collateralised so that no 
stock is released to a bor- 
rower until the custodian 
receives collateral in excess 
of the value of the loaned 
stock. If the stock loaned 
increases to a value greater 
than the collateral held for 
the USS account then fur- 
ther collateral must be pro- 
vided. The custodian indem- 
nifies USS if insufficient 
collateral is held In the 
event of default The custo- 
dian assesses the credit wor- 
thiness of ail borrowers and 
only lends to those on its 
approved borrowers lists. 
The banks used to hold col- 
lateral by way of cash depos- 
its and letters of credit must 
have an acceptable credit 
rating and approval by USS. 

Mr Hunter explains: “The 
main constraints we placed 


on our custodian were that 
they only use non-UK collat- 
eral because the income is 
not significant and that we 
wanted the programme to be 
transparent to the invest- 
ment manager, so if the 
investment manager wants 
to sell a security or vote 
then it's up to Chase to get it 
back. The investment man- 
ager shouldn't be con- 
strained." 

The industry standard for 
collateralisation of interna- 
tional deals is now a mini- 
mum of 105 per cent, com- 
pared with an average range 
of 100 per cent to 103 per 
cent a few years back The 
steps taken by custodians to 
provide full service pro- 
grammes combined with 
attractive standardised colla- 
teralisation mlnimnm makes 
for an attractive business 
case. To further secure the 
business, the London Invest- 
ment Bankers Association 
fLiba) has been working 
with the International Secu- 
rities Lending Association 
( Is la j to consolidate the 
agreements covering securi- 
ties lending transactions. 


Mr Piccitto says: “We are 
working for a standard 
agreement to enable broker- 
dealers. banks, institutions 
and fund managers to sign 
one contract with one 
counterparty, rather than 
having all these different 
agreements for different 
types of business. I think 
this will be achieved some- 
time next year." 

Robert Ash, vice-president 
at State Street, says: “The 
trend we're now seeing is 
that there is a more sophisti- 
cated view of the role of 
securities lending pro- 
grammes, using more sophis- 
ticated tools in mitigating 
and quantifying risks. This 
is a happier situation than a 
few years ago when these 
issues were not addressed." 

Mr Ash adds: “The last 
four years in particular has 
seen a very strong growth in 
securities lending, both in 
terms of clients joining pro- 
grammes and the scale of 
assets on loan in the market 
The reasons for this have 
been a wider recognition of 
the role of securities lending 
programmes and the con- 




Jamie Beil (left): ‘benchmarks can be very problematic.' 
Robert A«h (right): securities lendmg has grown very strongly 


firming growth in borrower 
demand, in terms of new 
markets coming on stream 
and new products such as 
derivatives." 

To show off their new- 
found maturity, securities 
lending providers are now 
offering benchmarks for cus- 
tomers to measure perfor- 
mance, with State Street and 
Securities Finance Interna- 
tional (SFU coining to the 
fore. The idea being that in 
order to manage risk you 
have to be able to measure 
it, but that may be easier 


said than done. 

Jamie Ball, head of inter- 
national securities lending 
at Mellon Trust, says: 
"Benchmarks can be very 
problematic. Owners of secu- 
rities set different reinvest- 
ment guidelines, and it is dif- 
ficult to make comparisons. 
Some may have a riskier 
profile while others may 
have a simple overnight low- 
risk profile. How do you 
compare across this range of 
profiles? It's a great idea in 
theory, but in practice it has 
yet to be standardised." 
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HAT BROUGHT THEM TOGETHER? A WORLD OF OPPORTUNITIES. 
WHAT KEEPS THEM TOGETHER? A WORLD OF SOLUTIONS. 

On the one hand: issuers from ail points on the planet. On the other hand: individual and institutional investors looking for 
opportunities.® What brings them together? The world’s widest range of solutions in global custody, depositary receipts, securities 
lending, currency management services, cash management, and execution services. • Right now, thousands of investment 
managers, bankers, brokers, and finance officers in public and private organizations are using The Bank of New York to create 
maintain, and enhance relationships with their investors. + No other bank offers more solutions than The Bank of New York. 
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GLOBAL CUSTODY 7 


- w p v Lo uise Lucas 

Cloud with a silver lining 


Amid the pain 
caused by the 

has been 
closer attention to 
investor issues 

2* *•*“ financial crisis 

vS a J? 0ud a sil- 

ver lining [for the global cus- 
todian industry. 

The downside, as stock 
markets across the region 
have halved, has been imme- 
diate and painful: slashed 
fees and a rapid fall in 
investment flows from the 
battered Asian countries, 
giving less business on the 
outbound front 

But on the plus side it has 
brought - or is in the pro- 
cess or bringing - consolida- 
tion to the industry, as to 
many others. Banks are 
carefully reviewing the areas 
they want to be in. and for 
some that will mean exiting 
global custodian services. 

“The effect of the crisis 
has been to hugely diminish 
the value of the holdings 
that foreign Investors have 
in Asia, and to diminish the 
attractions of Asia as a home 
for new investments." says 
Michael Hamar, managing 


director global investor ser- 
vices Asia-Pacific at Chase 
Manhattan Bank. 

“But it may be that a num- 
ber of banks providing custo- 
dian services will Himinich 
because as hani^ begin to 
focus their activities people 
without commitment or a 
global presence will decide 
it’s a business they don't 
want to specialise in." 

Within this flux, a number 
of investor issues have been 
put up for closer scrutiny - 
settlement processes, safety 
and security of investments, 
and soundness of local sub- 
custodian details. 

Safety of physical share 
certificates has also been an 
area of concern. Neither 
India nor, critically. Indon- 
esia have fully paperless 
trading - so when images of 
fire-bombed shops and banks 
in Jakarta were beamed 
around the world last May. 
institutional investors 
reached for the telephone. 

“The big concern when 
Indonesia flared up was that 
there was so much paper 
involved in the process, that 
when that situation happens 
you have to be wary about 
tbe security of vaults." says 
Giles Elliott, rice-president 


Asia-Pacific network man- 
agement at Chase Manhat- 
tan Bank. 

“Are records of the regis- 
ter suitably protected and 
backed up If the office is on 
fire? It raises a lot of impor- 
tant questions about the 
market integrity and secu- 
rity under these sorts of 
systems." 

Indonesia's long-mooted 
plans to establish a deposi- 
tory is likely to be further 
delayed by the turmoil. But 
in India, the move to paper- 
less trading is largely on 
track, to tbe huge relief of 
custodians and their clients. 

Previously, changing title 
on certificates was a lengthy 
and "highly problematic" 
task, says Mr Elliott - appli- 
cations to be re-registered 
could be rejected for many 
reasons, such as discrepan- 
cies in signature. 

He reckons “just about 
every foreign investor proba- 
bly suffers from an ongoing 
percentage of purchases 
which are technically under 
objection or registration". In 
the meantime, dividends 
went to the previous 
(named) owner and the 
actual owners were unable 
to execute quick sales. 


That is changing. Institu- 
tions have been demateri- 
alislng as much as possible, 
although the overall move 
has been held back by 
India's legions of retail 
Investors who. for reasons 
perhaps sentimental, are 
wary of relinquishing their 
physical certificates. 

On August 10, up to 50 
stocks will have been moved 
to paperless trading. There 
is a tentative target of 100 by 
the year end; but critical 
mass is unlikely to be 
achieved much before the 
new millennium, bankers 
say. 

Elsewhere around the 
region, the Philippines 
recently moved to a deposi- 
tory system and Pakistan is 
working towards shifting all 
Its securities into a similar 
system. In Japan, the prob- 
lem is less one of ineffi- 
ciency than a shrinking mar- 
ket and price wars among 
the subcustodians. 

Asia as a whole remains a 
small market. Out of the 
US$4.400bn under global cus- 
tody. SlOObn is estimated to 
rest in Asia excluding Japan. 
Hong Kong, the regional 
financial centre, lays claim 
to some $65bn of that 


The size of the market is 
partly a reflection of tbe lack 
of national retirement 
schemes. In Hong Kong, a 
mandatory pension fund is 
expected to become opera- 
tional in 2000; in other mar- 
kets, similar plans have been 
put on ice. 

In the wake of the crisis, 
any progress in galvanising 
Asian markets is likely to be 
pushed back. "I t hink the 
turmoil will initially give the 
global custody and invest- 
ment management indus- 
tries a two to three-year set- 
back," says KK Tse. senior 
vice-president and managing 
director at State Street 

"After that period the cur- 
rent turmoil will make Asia 
much leaner and stronger 
and by that time people 
would also be more sophisti- 
cated.” 

This is partly as Investors 
realise they can no longer 
count on their domestic 
stock markets to provide 
them with the ann ual 
returns of 15 to 20 per cent 
to which they had become 
accustomed, and look 
instead to diversify their 
portfolios. 

“Where are people going to 
find the money to Invest in 



anything when the majority 
of the middle class has been 
wiped out as a result of this 
turmoil? It really will take 
three to five years for us to 
see reasonable development 
of the martial fund market," 
says Mr Tse. 

For global custodians, the 
delays can be weathered 
thanks to robust activity in 
other markets. Sub-custodi- 
ans, the network of agents 
who manage assets for the 
global custodians in differ- 
ent markets, are likely to see 
the biggest impact from the 


Asian crisis. 

The Asian market Is domi- 
nated by Standard Chartered 
Equitor and HSBC Security 
Services - the so-called 
“regional" custodians - and 
are supplemented by a host 
of banks branches. Being 
more reliant on the Asian 
market, they will have seen 
assets under management 
slashed and as a result, their 
fee income from that man- 
agement will have been cut 

However, as Mr Tse points 
out, their costs will have 
receded in US dollar terms. 


as staff and rents are largely 
paid in local (depreciated) 
currencies. 

Thus for them, too. the 
seemingly gloomy picture is 
not uniformly bleak, particu- 
larly for the better known . 
names. Or, as Mr Hamar 
puts it “What we are finding 
is that while tbe shock is 
imposing some strains and 
challenges, there is a silver 
lining as people will look 
more closely at where they 
make their allocations. We 
benefit from flight to qual- ' 
ity." 
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INDIA * by Krishna Guha 

Enter the electronic age 


The shift to 
paperless trading 
represents serious 
management 
challenge 

India's custodial services 
industry faces radical 
change this year, as the 
migration from paper share 
certificates to new electronic 
systems gathers pace. 

The shift to electronic 
records is putting severe 
pressure on margins at a 
time when business is 
depressed by a w ithdrawal of 
foreign investment following 
India’s nuclear tests and the 
imposition of economic sanc- 
tions. 

It also represents a serious 
management challenge, with 
the need for a fundamental 
re-organisation and invest- 
ment in new systems. But 
bankers say the advent of 
electronic systems will also 
open new opportunities for 
value added services that 
could prove the salvation of 
the industry. 

The transformation began 
late last year, when the 
Securities and Exchange 
Board of India ordered insti- 
tutional investors to sell 
shares in eight leading com- 
panies in electronic form 
only. This forced them to 
begin the process of convert- 
ing these shareholdings to 
electronic form tn earnest. 

Since then. Sebi has 
c-xpanded the list of stocks. 
"The original eight stocks 
became 30 from June I and it 
will expand further to 50 
stocks by August to.” says 
Chandrasbekar Bhavp. man- 
aging director of the 
National Securities Deposi- 
tary. 

Mr Bhave says institutions 
have now converted share- 
holdings worth RsJoObn 
from paper to electronic 
record, and this process is 

gathering puce. 

Initial fears of a lack of 
liquidity in the electronic 
market - which has not 
taken off as hoped - were 
calmed by a recent Sebi 


order that electronic shares 
count as good delivery in the 
physical market too. 

investors are now increas- 
ingly enthusiastic about pap- 
erless shares, which offer 
lower portfolio management 
costs, exemption from stamp 
duty, smoother delivery and 
security from forged share 
certificates. 

In principle, the shift to 
electronic record also makes 
life easier for India's custodi- 
ans. "Custodian banks will 
see a lot of paperwork com- 
pletely disappear," says Mr 
Bhave. They used to cany 
on endless correspondence 
with registrars and brokers 
over faulty stock." 

He says the absence of 
faulty stock will also make it 
easier to track and collect 
dividend payments - often 
held in abeyance while the 
legitimacy of share certifi- 
cates are challenged. 

But as far as custodians 
are concerned the gradual 
demise or the great Indian 
paperchase means the end of 
a highly lucrative business. 

“Margins are being 
squeezed," says a banker at 
ANZ custodial services. 
“Physical settlement offered 
big margins - there were a 
lot of risks, a lot of process- 
ing work and a lot of fake or 
forged shares." 

He says custody fees have 
fallen from about 30 or 40 
basis points a year to about 
3 to 10 basis points for port- 
folios held in electronic 
record. Industry experts say 
this is an intermediary floor 

- and fees will drop again 
once the shift to electronic 
shares is complete. 

However, while there is 
strong downward pressure 
on fees, costs are going up. 
Custodian banks have been 
forced to write off invest- 
ments in paper processing 
and plough money into new 
systems for electronic record 

- including remote termi- 
nals linking them to tbe 
National Securities Deposi- 
tary' via satellite. 

At the same time they still 
have tn maintain parallel 
systems to deal with paper 


shares. The move to elec- 
tronic record is only begin- 
ning - as 93 per cent of tbe 
market capitalisation is still 
in paper form. 

Managing this hybrid sys- 
tem is difficult. “Effectively 
you have to manage two 
operating systems side by 
side,” say’s Arjun Bamba- 
wale. general manager at 
Hongkong B ank custodial 
services. 

The existence of two types 
of shares also creates com- 
plications with delivery. 
Paper shares are settled on 
the basis of a fixed settle- 
ment period, electronic 
shares on rolling settlement. 
An institution buying a sin- 
gle block of shares may 
receive some in paper and 
some in electronic shares - 
which reach the custodian 
on different days. 

To make matters worse, 
foreign investors seeking to 
buy Indian equities no lon- 
ger have to park their funds 
with their custodians for a 
long period (typically a two 
week interest free loan) - 
worsening the custodians’ 
cash Dow. 

Managers are also grap- 
pling with the question of 
wbat to do with the armies 
of clerical staff employed to 
chase paper when the move 
to electronic record is com- 
plete. 

“The number of people 
required in a paper environ- 
ment is much larger than 
the number required in a 
paperless environment.” 
says Mr Bambawale. “You 
also have some form or a 
shift in the skills of the 
people you use - with more 
focus on information tech- 
nology." Restructuring, 
though, is difficult in a coun- 
try with strict labour laws 
and strong banking unions. 

However, while the transi- 
tion to paperless shares 
promises to be tough for 
India's custodians, it holds 
the promise of new opportu- 
nities. One of these is a 
lucrative business serving 
local clients. 

Most international banks 
have traditionally fought for 


business from foreign inves- 
tors - clients with large 
chunks of money to invest 
and prepared to pay high 
fees for good sendee. 

But as fees come down and 
managing electronic 
accounts becomes easier, 
high volume local business 
looks increasingly attractive. 
"Only about 8 per cent of 
market capitalisation is held 
by foreign institutional 
investors.” says the ANZ 
banker. “Domestic institu- 
tions and companies hold 
almost 35 per cent.” 

He says banks with strong 
corporate relationships in 
India could offer custodial 
services to their clients. 
Electronic record also makes 
it economical to court pri- 
vate investors - who can 
then secure personal loans 
on their portfolio. 

“We see big opportunities 
on the retail side." he says. 
"With a large branch net- 
work there Is huge potential 
for retail accounts." This 
will take time, though, as 
private investors are still 
reluctant to surrender their 
certificates. 

Electronic records also 
open tbe door to new value 
added services - such as 
stock lending. “In the elec- 
tronic environment it is easy 
to lend and get back stocks." 
says Mr Bambawale. “In 
physical farm it would take 
a very long time.” Moreover, 
the risk of fraud was too 
great. 

India's custodian banks 
would not lend shares them- 
selves - the shares are held 
in the name or their clients 
not in trust - but could 
profit from services: collat- 
eral management, risk man- 
agement and margin man- 
agement 

Bankers hope that in time 
revenues from value-added 
sendees will make up for 
falling custody fees. This 
will never be as easy as col- 
lecting good money for push- 
ing paper. But long term, the 
shift from managing ineffi- 
ciency to creating value can 
only put the industry's pros- 
pects on a sounder footing. 


PROFILE 


Chase Manhattan 


Home-grown 


expansion 



Jeremy Jewett: sees big opportunites In Europe 


Nothing shows the 
concentration of power in 
the global custody business 
like the growth in assets 
under custody by the top 
ranked global custodian - 
Chase Manhattan Bank. 

Last September's annual 
league table by Institutional 
Investor magazine placed 
Chase top of the 25 global 
contestors. with funds 
under custody of $l,288bn. 

But those figures were lor 
the year ended 1996. A year 
later the figure had jumped 
to $4,452bn before taking 
into account the further 
$40ubn of assets brought in 
with the acquisition of 
Morgan Stanley Trust 
Company and Morgan 
Stanley Bank Luxembourg. 

Chase modestly chooses 
to understate the total as 
$4,700bn. It is irritated only 
when non-US competitors 
try to belittle the global 
nature of this achievement. 
They say that few US 
custodians have made much 
headway other than with 
American clients. Chase is 
proud of the fact that it can 
jay claim to $1.800bn of 
cross-border assets, nearly 
Slbn of which are from 
European or Asian clients, 
rather than native 
Americans. 

Jeremy Jewitt the senior 
vice-president for Chase 
responsible for Global 
Investor Services in Europe, 
the Middle East and Africa, 
is "willing to bet that we 
have more business 
originating outside the US 
than any of tbe other Big 
Four". He also sees 
"indigenous European 
businesses offering us the 
greatest opportunity for 
growth”. 

Mr Jewitt's other main 
concern is to differentiate 
Chase's style and stategy 
from those of tbe other 
premier league competitors. 

All of them have long 
since transcended pure safe 
keeping and dividend 


collection to encompass just 
about every, form of 
management accounting 
and administration 
associated with fund 
management. 

Not only do they claim to 
be able to run the entire 
back office for an 
investment house, some 
have invented the term 
“middle office" to cover the 
newer services they offer, 
such as daily or even hourly 
portfolio valuation and risk 
assessment to monitor how 
closely portfolios meet 
regulatory or voluntary 
internal restraints. 

Of the main competitors, 
Mr Jewitt concedes Citibank 
may be present in more 
foreign locations “but that 
is purely as a bank. We 
have a broader range of 
fund servicing capabilities 
in more jurisdictions than 
anyone else." 

These include 
management accounting; 
valuation and/or pricing to 
meet client’s timing: 
shareholder/unitholder 
record keeping; portfolio 
analytics to monitor 
performance: and 


compliance reporting to 
regulators. These services 
are offered In any relevant 
currency, including the 
euro. 

All these forms of record 
keeping are available to 
Chase’s institutional clients, 
but from next spring there 
will also be a retail transfer 
and agency service, 
allowing accurate records of 
cash owed to/from 
shareholders or unitholders 
on sales or purchases. 

A further new 
development is what Chase 
calls “consolidatory 
reporting”. This Is a service 
tailored for multinational 
fund management groups 
who need consolidated 
accounts and must comply 
with regulations and fiscal 
and other legal 
requirements in different 
jurisdictions. 

At present it is limited to 
a few clients of unusual size 
and complexity, but there 
are plans to broaden its 
suitability. 

However, Portfolio 
analytics is tbe service in 
which Chase feels it shows 
a clean pair of heels to Its 


rivals. Analysing portfolios 
as a preliminary to 
assessing performance is 
still widely seen as the role 
of consultants, especially 
actuaries. 

Some years ago Chase 
straddled the fence by 
arranging for the clients 
whose funds it managed to 
have access to the 
analytical service of 
independent consultants 
Frank Russefi- 

Sorne Chase clients still 
use this access even though 
Russell is now a Mellon 
Trust subsidiary. 

Meanwhile Chase has 
developed its own 
proprietory analytical 
service, predictably called 
the Analyser, and feels no 
need to rely on outsiders 

a gain. 

Going it alone has become 
a hallmark of Chase. It 
rarely buys businesses; 
though one recent exception 
was the purchase of Morgan 
Stanley's custody business. 
It does not even like Joint 
ventures. State Street one 
of its close competitors, 
freely admits to joint 
ventures with Bank of 
Ireland Securities Services. 

Bermuda Commercial Rank 
and NedBank of South 
Africa with more on the 
way. 

Mellon Trust has a joint 
venture with CIBC tn 
Canada. Den Danske in 
Denmark and is looking for 
more European partners. Mr 
Jewitt insists Chase has 
none. 

Chase also intends to stay 
alone - as a way of staying 
ahead. Where others are 
happy to buy and sell 
technology as a way of 
keeping abreast of new 
advances. Chase prefers to 
grow its own. which It then 
guards jealously. “We don't 
sell software to third 
parties," staff say 
brusquely. 

Christine Moir 
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AFRICA • by Greta Steyn in Johannesburg 


PROFILE 


Intersettle 


A mouse is 
set to roar 


Ambition has always been a 
whispered word In the 
high-tech palace that 
houses Intersettle which 
started life as a Swiss 
outsourced custody service 
and is now a hybrid 
between global custodian 
and international 
depository. 

What has put Intersettle 
on many custodians' radar 
screen is the cross-border 
equity service links to 
Easdaq and the Ism a Trax 
service. 

Intersettle was chosen by 
Easdaq as the settlement 
mechanism for the 
pan-European stock market 
over other contenders, 
notably the international 
clearers Cedel Bank and 
Euroclear. In addition 
Cedel Bank had its own 
cross-border equity service, 
called Liberty. 

Charles Hanslin. a 
member of management 
and head of global 
marketing at Intersettle in 
Zurich, explains: "We were 
chosen by Easdaq because 
we were the only real-time 
settlement service; the 
only one willing and 
flexible enough to adapt 
oar systems; and we 
were specialised in 
equities." 

The Trax link means that 
trades take three minutes 
to be processed from trader 
input through to settlement 
at Intersettle, with same 
day settlement. Anything 
between 1,000 to 2J>00 
trades are bandied a day, 
with 85 per cent to 95 per 
cent settled on the 
same-day. 

Mr Hanslin notes: "It is 
not 100 per cent because we 
have some deliveries going 
to Euroclear end Cedel 
Bank, and these are a little 
more complicated because 
they are batch processing." 

In the early days. 

Intersettle raised a few 
eyebrows in Swiss custody 
circles with ambitions to 
offer services to all who 
wanted access, but a few 


words in the right places 
stood between Intersettle as 
“the custodian for Swiss 
banks" and becoming “the 
Swiss international 
securities depository”. The 
idea behind the venture 
was simple: to consolidate 
the settlement processing of 
cross-border business at 
one single point in 
Switzerland, thereby 
reducing the number of 
links required by member 
banks. 

The contr o ver s y arose 
when It became known that 
Intersettle was exploring 
notions of providing 
custody services to 
non-Swiss banks, thereby 

patting them in 
competition with their 
owners. They have since 
backed off from directly 
competing, but have never 
lost the appetite for 
expansion. Today, 

Intersettle operates in 37 
markets, including Easdaq, 
through o nlin e real-time 
links to the key markets. 
Other markets are han dled 
via the Swift network in 
batch-process mode. The 
client mix is 74 per emit 

Swiss-based, including 
foreign banks in 
Switzerland, and 26 per 
cent foreign-based. 

Intersettle offers a range 
of custody and value-added 
services, but it is 
not a conventional 
custodian. Mr Hanslin 
explains: "The difference 
between us and a global 
custodian is that we force 
our customers to link up 
with our settlement EDP 
platform, so they need to 
make the necessary 
adaptation. Hie reverse is 
normal with global 
custodians. 

"Intersettle is somewhere 
in between being an 
international depository 
and a global custodian. The 
international depositories 
have a clientele of 
thousands more than us, 
and do in -boose clearing. 

We do settlement and 



Opportunities abound* 


Charles Hansfirc ‘we are the only real-time settlement platform' 


clearing, the latter 
being done In the local 
market 

"Clearing is the easy 
part: it Is the settlement 
and the value-added 
services which are the big 
part of the business." 

Intersettle has defined for 
itself a niche position, but 
does it have the profile to 
become the premier 
pan-European hub? 
"Absolutely, absolutely”, 
says Mr Hanslin. 

"The advantage being 
that we are the only 
real-time settlement 
platform, and we offer 
cross-border 
straight-through 
processing, which I define 
as from client to market 
and back again, and tbtg 
gives ns the competitive 
edge. We have also 
traditionally focused on 
equities, we have a lot of 
skilful people, and are able 
to offer a globalised 
service." 

He adds: "The idea of 
building a clearing 
powerhouse across Europe 
is a reasonable idea, but the 
question which needs to be 
addressed is the 
harmonisation of technical 
and market standards. 
Different settlement 
practices operate in 
different markets, and 
these would need to be 
harmonised to allow for 
straight through 
processing." 

"We see that there is a 
concentration process. Who 
will be the winners is 
difficult to say, but what is 
needed is an excellent EDP 
platform and the ability to 
live from revenues in the 
business without being too 
expensive. Intersettle is an 


option in the market, and 
the market will decide 
where to go, but we are in a 
very strong position.” says 
Mr Hanslin. 

One question that may 
soon be raised is that of a 
credit rating. When Cedel 
became a bank It attracted 
top ratings from the credit 
agencies, while recently the 
Amsterdam depository Kas 
Assoclatie was downgraded 
by one agency, so will 
Intersettle be rated? 

"Intersettle does not have 
banking status, and so we 
do not need a credit 
rating,” points out Mr 
Hanslin, "but we are 
supervised like a bank, 
report like a bank, behave 
like a bank, and handled 
tike a bank. In the future, 
who knows?” 

The company plans to 
develop further. The next 
push comes in September 
when the Swiss domestic 
repo market is launched, 
with an international 
market expected next year. 
Intersettle has positioned 
itself to handle these 
trades. At present it is 

maintaining a distance 

from the derivatives market 
since that Is handled in 
Switzerland by Soffex, 
the Swiss derivatives 
exchange. 

Before the launch of 
Intersettle Wolfgang 
Michaelis, chief executive 
of Intersettle, offered a 
comparison with Cedel 
Bank and Euroclean "We 
are a mouse and they are 
an elephant". As Intersettle 
seeks to expand its role it 
may gain the reputation of 
being the moose that 
roared. 

David Cowan 


Many African 
countries are 
beginning to 
modernise their 
financial sectors 

South Africa and other 
African countries are liber- 
alising and reforming their 
financial markets, creating a 
bigger and more challenging 
market far the providers of 
custody services. 

Turnover on South 
Africa’s financial markets 
has been soaring as the 
country rejoins the global 
economy after years of isola- 
tion. Other African countries 
are also climbing on the glo- 
balisation bandwagon, 
modernising their financial 
sectors and in some cases 
creating markets from 
scratch. All over Africa 
there are vibrant, albeit 
small, financial markets that 
will make increasing use of 
custody services. 

The most important factor 
for the South African market 
is the easing of foreign 
exchange controls, which 
means South African institu- 
tional investors increasingly 
require offshore custody ser- 
vices. Conversely, South 
Africa has carved a niche as 
an emer gin g market and its 
burgeoning attractiveness to 
foreign portfolio Investors 
places new ripmanria qd local 
providers of custody. 

South African providers of 
custody services are gearing 
up for a big change on the 
equities market - the advent 
of paperless scrip in the first 
half of pp*t year. The dema- 
t*rtnitatT»g of trading on the 
Johannesburg Stock 
Exchange will do away with 
the need for vaults to keep 
scrip and with cumbersome 
settlement procedures 
requiring the movement of 
paper. For custody provid- 
ers. the emphasis will move 
away from the hand ling and 
managing of physical settle- 
ment to technology-based 
services that enable Institu- 
tional investors to monitor 
their investments. 

The changing nature of 
the local market, and the 
new demands from reform- 
ing African countries, have 
led to South African hanks 


forming alliances with, for- 
eign banks to offer global 
custody services. The most 
recent »nnniw«»mm t came 
from the Standard Bank of 
South Africa, which in May 
this year formed an alliance 
with the Bank of New York, 
one of the world’s leading 
global custodians. 

The agreement gives Stan- 
dard Bank's institutional cli- 
ents a cffss to the Bank of 
New York's 87-market custo- 
dial network, offering a 
range of global custody ser- 
vices, investment reporting, 
portfolio analysis and perfor- 
mance measurement . prod- 
ucts. 

One of the reasons for 
farming the affiance was the 
easing of exchange controls, 
which meant South African 
Institutional investors are 
now allowed to take 15 per 
cent ctf their assets offshore 
through asset swaps. Only a 
fraction of cash flows can be 
invested overseas without 
making use of the asset 
swap mechanism; the free- 
dom to invest cash flows is 
likely to increase in time. 

Vivienne Mileman, direc- 
tor of Standard Corporate & 
Merchant Bank Financial 
Asset Services, said as South 
Africans became global 
investors, they increasingly 
needed to manage invest- 
ments in a multitude of mar- 
kets across multiple time 
zones. "The Bank of New 
York’s global reach, across 
87 markets, and its ability to 
provide on-line access to cus- 
tody-related information all 
over the world, provides 
South African asset manag- 
ers and investors with the 
ability to manage their inter- 
national investments effec- 
tively." 

The Standard Bank pro- 
vides custody services in 
eight sub-Saharan African 
countries - Zimbabwe. 
Namibia. Botswana, Swazi- 
land. Kenya, Tarnhia, Ghana 
and Nigeria. The bank is 
looking at providing services 
in three more countries by 
the end of the year - Tanza- 
nia. Uganda and Malawi 
"Africa is increasingly 
becoming part of the global 
market and needs custody 
services as financial markets 
grow. It is true that these 
markets are illiquid ami that 



Derick Nei (toft}: *we have had to replace antiquated systems' 
Vfrfenne NBemaic 'Africa Is becoming part of the global market* 


Investor confidence is still 
lacking. But there are advan- 
tages, such as that new 
stock exchanges are started 
up with the best technology 
and without paper.” said Ms 

IV filnman. 

Nedcor Bank has entered 
into an agreement with the 
State Street Rank and Trust 
Company of Boston, which 
offers services in almost 90 
countries worldwide. Derick 
NeL Ned cot’s general mam 
agar scrip and custodial ser- 
vices, said South Africa cue* 
todians had had a lot of 
catching up to do as the 
country's markets opened tip 
and as local investors moved 
offshore. "We have had to 
replace antiquated systems, 
especially as volumes soared 
on the stock exchange." 

Mr Nel said Hnks with for- 
eign providers of custody 
services enabled local banks 
to provide integrated 
accounting reports to South 
African institutions on their 
offshore investments. He 
believed a growth area in 
the market was likely to be 
cross-border securities lend- 
ing. Nedcor was talking to 
the Reserve Bank to clarify 
exchange control issues that 
affect securities lending. 

Mr Nel also saw the rest of 
Africa as a growing market 
which would be facilitated 
by State Street bank provid- 
ing custody services in Afri- 
can countries in the 


southern African region. 
One of the drawbacks of 
doing business in Africa was 
the lack of up-to-date tech- 
nology, but this also pres- 
ented an opportunity to cus- 
todians to get the right 
technology in place. "This is 
a technology-driven busi- 
ness.” Mr Nel said. 

However, Chase Manhat- 
tan, also a leader in the 
global custody market, does 
not yet see significant/^ 
growth opportunities in l he 
African market. Ramy 
Bourgi. the bank's senior 
vice-president for global 
investor services, said the 
focus was still very much on 
South Africa, with other 
African countries periphend. 

“We see a good market fur 
custody services where there 
is a mature Institutional 
investor base, and other 
than South Africa, African 
countries do not really offer 
that” The US bank does, 
however, provide services to 
central banks and multilat- 
eral lending agencies in 
Africa. 

“Generally, the opportuni- 4 
ties are still limited in#™ 1 
Africa, especially where cap- 
ital controls exist,” he said. 

Mr Bourgi said the easing of 
exchange controls made 
South Africa a more attrac- 
tive market, as it would cre- 
ate opportunities for the 
bank to offer its cross-border 
expertise. 


Your Non-Traditional 
Banker in Egypt 





»l 

ro-^ic *1*'^ I 


' ■ Cl® aT iON '* 1 


*55.^ 












L 5 








yab‘ 






^ . ■ . jj 

x" i 
















. •* . " ^ ■ 


!! | 




mu 








£jj} 

I 


' s 








4 


Commercial International Bank 


-*?r 


S.A.E. 


Headrerfice. Nile Tower Building; 21 / 23 Giza St, Giza, P.O. Box 2430 Cairo 
tiffi 5703043 (6 lines} - Tlx: 202Q7 CN8CA UN - Pa£?5 702691 ' 57031 72 






gggj*_«.by Astrid Wenrilan^ 


Reforms make the 

going much tougher 


Russian corporate 
laws are now 
clearer and more 
rigorously 
enforced 

The days of easy 
nwney-making are over for 
global custodians in Russia. 
Competition among them 
has become strife, their cli- 
ents more timid and the 
oamoclean sword of a rouble 
devaluation ever more 
threatening. 

But at the same time, cus- 
todians eryoy in Russia a 
more regulated and healthier 
environment than before 
Russian corporate laws are 
clearer and more rigorously 
enforced. Western standards 
or disclosure and accounting 
are more widely used a nd 
the trading and registering 
of securities has taken a 
more modern and efficient 
turn. 

One key development in 
that direction is the growing 
authority of Russia's Deposi- 
tory and Clearing Company 
(DCC), the Russian equiva- 
lent of America's Depository 
Trust Company. “The DCC is 
becoming a bigger player in 
the world of custody in Rus- 
sia," says Michael Pemetti. 
head of custody at ING Bar- 
ings in Moscow, which holds 
SSAbn in assets in custody In 
Russia. 

The DCC is already the 
main depository for several 
Russian blue chips and its 
role should continue to 
expand. Custodians say the 
DCC will save them time 


3ml money. By acting as a 
sub-custodian based in 
Moscow, the DCC will spare 
custodians lengthy travels 
across Russia's li timp zones 
to register their clients’ 
trades. It will also signifi- 
cantly speed up the settle- 
ment process. Still today, 
many Russian companies do 
not have a registrar Ln 
Moscow, thus compelling 
custodians to visit their 
premises, even if they are in 
remote Siberia, to register 
and settle trades. 

Although much progress 
has been made, the DCC is 
having a difficult time set- 
tling itself on the market as 
Russia's undisputed central 
depository and settlement 
agency. Many market opera- 
tors support the DCC. but 
the government is less 
enthusiastic. “The govern- 
ment Is not playing the 
active role it should," says 
Mikhail Alexeev, deputy 
chairman of the board of 
OnexUnbank, the largest 
Russian custodian, with 
$10bn in assets in custody. 

Bankers say the DCC does 
not epjoy real backing from 
the Federal Securities Com- 
mission. Russia's capital 
markets'watchdog, while the 
Central Bank is pushing for 
another agency, the young 
National Depository Center, 
to do the job. “There is no 
consensus among govern- 
ment institutions about who 
should fulfil that function", 
says Mr Alexeev. 

However, there may be 
room for agencies. Custodi- 
ans predict the Central 
Bank's protege, the NDC, 


which started last May to 
work as a depository for gov- 
ernment bonds, will end up 
overseeing the fixed income 
market and the DCC will get 
the equity market “With a 
market this big, there should 
be room for more than one 
depository," says Nick 
Orchard, head of custody at 
Credit Suisse First Boston ln 
Moscow. 

Aside from the ongoing 
rationalisation of the settle- 
ment and depository system, 
the other good news for cus- 
todians is that financial cri- 
ses aside, it is becoming 
safer to hold Russian shares. 
Although most shares are 
available only in demateri- 
alised form, the probability 
that an investor will lose his 
or her shares due to careless- 
ness or fraud has been sig- 
nificantly reduced. “The risk 
that your name will be 
erased from the registrar's 
books is very slim.'’ says 
Paul Blyumkin, custody 
manager at Templeton 
Global Investors, one of the 
largest investment funds in 
Russia. 

While the Federal Securi- 
ties Commission iFSC) may 
not be doing much to boost 
the DCC's authority, on the 
other hand its chairman. 
Dimitry Vassiliev, is becom- 
ing an adamant defender of 
shareholders' rights. In an 
effort to r ekin dle investors’ 
confidence in Russia's equity 
market, Mr Vassiliev 
launched a campaign earlier 
this year to strengthen the 
voice of shareholders, in par- 
ticular that of minority par- 
ticipants. In the process, he 


TECHNOLOGY • by Tim Steele 


Engine of change 
and expansion 


Emu and the 
'millennium bug’ 
are adding to 
pressures to 
update systems 

Together with globalisation, 
technological innovation is a 
prime driver of change 
within the global custody 
business. 

Addressing delegates at 
the recent Securities Indus- 
try Association operations 
conference In California. S1A 
president Mark Lackritz 
went so far as to describe 
199S as “the year of the 
systems challenge". 

Fellow speaker Joseph 
Grano Jr., president of the 
PaineWebber Group, 
stressed that the pricing 
elastic nature of the securi- 
ties business is forcing pro- 
viders to offer clients a 
"value proposition" through 
differentiation via both ser- 
vice levels and technology. 

Economic and monetary 
union and the issue of Year 
2000 compliance have 
thrown the spotlight on 
systems, forcing market par- 
ticipants to retool legacy 
systems or even outsource 
the processing function. 

Similarly, technology is 
the key facilitator when it 
comes to engineering the 
“virtual pipeline" that will 
make universal straight- 
through processing and a 
global T+I settlement cycle 

- necessary to reduce settle- 
ment risk and accommodate 
the ever Increasing transac- 
tion volumes within the 
Industry - a reality. 

Technological advances 
come at a price, however. 
The consolidation sweeping 
the custody business - most 
recently shown by Chase 
Manhattan Bank's acquisi- 
tion of Morgan Stanley Dean 
Wittcr's global custody unit 

- has partly been triggered 
by the infrastructural cost 
burden providers must 
shoulder. For those, such as 
MSDW. for which custody is 
not a core strategic business, 
withdrawal is the only 
long-term option. 

“IT is a major spend and 
affects the efficiency of your 
operation and your ability to 
transact " says Nick John, 
manager, client information 
services at Chase. "In terms 
of scale and the profitability 
dynamic, it can be fairly 
daunting to imagine the 
kind of investment you need 
to make to keep pace. You 
have to spend a lot of mmicy 
to stand still, as it were. 

Certainly cost - including 
systems financing - is a 
almost insurmountable bar- 
rier to new entrants, says 
Keith Hallman, manager of 
investment ^ 

vk*s at Mellon Trust [Cus- 
Jody] is not something you 



Ancfow Tucker cost is a barrier 
to new entrants 

are going to want to make a 
big investment in because it 
is not an environment where 
'if you build it. they will 
come' - the competition Is 
tough out there, and Mellon 
and many others have been 
investing in technology for 
decades." he says. 

Andrew Tucker, partner at 
Brown Brothers Harrimon. 
agrees unreservedly: “In 
terms of de novo operation, 
there wifi not be a new’ cus- 
todian coming along any- 
time soon." 

ln recant years, custodians 
have poured resources into 
extending the breadth of 
their product offerings 
beyond the core safe-keeping 
function through the addi- 
tion of "value added" ser- 
vices. such as performance 
measurement and securities 
lending. Now the focus is 

■n gnin s hifting , with CUStOdi- 
ans using technology to offer 
clients greater service. 

“The actual benefit of new 
technology is starting to pre- 
cipitate across to the client - 
whether it Is service, prod- 
ucts or opportunity, or how 
the client then implements it 
in their own world - and 
that precipitation is happen- 
ing much quicker," says Mr 
John. It is down to the custo- 
dian to “make sure we are 
not only better equipped to 
transact in a global world 
more efficiently, but to start 
to leverage technology to 
create new value added prod- 
ucts", he adds. 

A move toward the 
enhanced connectivity 
offered by open systems 
architectures and new mess- 
aging technologies, such as 
the internet-derived TCP/IP 
protocol, promises faster and 
more efficient communica- 
tions and distribution. “The 
client perceives extra benefit 
[in the shape of] better set- 
tlement, less pipeline liquid- 
ity risk and the ability to 
import transaction informa- 
tion faster." says Mr John. 
“More than that, it allows 
the custodian of yesteryear 
and file securities processing 
company of today to look at 
information products rather 
than the datacenLrlc prod- 
ucts they were used to." 

Hampton Lynch, chairman 
of Brown Brothers Harriman 
in London: agrees that “cus- 


reprimanded two leading 
Russian oil companies, 
Y ilk os and Sldanco. for vio- 
lations. 

Mr Vassiliev is trying to 
give the FSC the image of an 
unbias ed securities markets' 
regulator, detached from 
Russia's chronic business 
clan disputes and squabbles. 
The FSC is also pushing 

through parliament a bill 
that will introduce stliTer 
sanctions on corporate law 

violations. For example, 
companies that procure false 
information or fail to pro- 
vide required information 
will face significant sanc- 
tions. 

Custodians may enjoy a 
safer and more regulated 
mili eu to work in. but busi- 
ness itself has seen better 
days. The Russian stock 
market has been melting 
since the early days of 
spring, scaring off foreign 
investors, and competition 
between custodians Is 
increasingly tight. By now. 
all the largest global custodi- 
ans have landed in Moscow. 
Credit Suisse First Boston, 
Chase Manhattan, INC Bar- 
ings, ABN Amro. Citibank, 
Fleming UC-B are competing 
among themselves for the 
few investors left. 

These foreign banks have 
to share the market with 
Russia’s two custody giants. 
Qneximbank and Vneshtorg- 
bank. The former is one of 
Russia's largest equities cus- 
todian while the latter is a 
leading foreign debt custo- 
dian. Often, these two banks 
act as subcustodians for for- 
eign banks. 
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Moscow: Russia’s Depository and Cteortog Company wifl spare custodians lengthy travels i 


a 11 time zones 


What global custodians 
have going for them is that 
foreign investors find it diffi- 
cult to play the Russian mar- 
ket without them. Increased 
regulation brought an 
increased licensing of trade, 
rendering Russian capital 
markets less accessible to 


outsiders. Hence the need for 
a locally licensed custodian 
who can represent the inves- 
tor, register trades and 
speak the language. 

As soon as Russia sweats 
out its financial flu, foreign 
investors will see two new 
instruments appearing on 


the market: the European 
Depositary Receipt, the 
European equivalent of the 
ADR. which will give Rus- 
sian equities exposure on 
Europe's main trading 
Doors, and Russian corpo- 
rate bonds. 

The average Russian port- 


folio of global custodians is 
made up of T-bills, ministry 
of finance bands, telecommu- 
nications, oil and gas and 
energy equities. Bold inves- 
tors may also hold some ves- 
kels, or promissory notes, 
and municipal or regional 
bonds. 


tody really has become an 
information delivery busi- 
ness, rather than purely a 
securities processing busi- 
ness". 

“The trend now is to take 
the massive amounts of data 
the global custodian almost 
inevitably picks up as a 
function of doing the pro- 
cessing and custody, and 
turn that into information 
that is available in a very 
flexible manner to your cli- 
ent," says Mr Lynch. 

This ability to re-engineer, 
aggregate, contextualise and 
otherwise enrich data drawn 
from across the custodian’s 
product offering - melding It 
into information that can be 
accessed by the client via a 
data repository or “ware- 
house" - is seen as a crucial 
tool in an Increasingly com- 
moditised business. 

"The dataware bousing 
concept allows you to take 
mainframe scalability and 
pump it into a database 
where it Is much more user- 
friendly." says Mr Hallman. 
“You should be able to offer 
[the client] a plethora of 
data, measuring perfor- 
mance at the consolidated 
level, manager level and 
security level and then, mov- 
ing further up the food 
chain, to do attribution 
against that performance, 
and give the fund manager 
or plan sponsor information 
on where they are making 
the right investment deci- 
sions." 

At heart, custody remains 
a relationship business, and 
technology must be seen as 
a means to the end, rather 
than an end In itself. "Obvi- 
ously technology is a tool 
like any other that has posi- 
tive and negative attri- 
butes." says Brown Brothers 
Harrimon's Mr Tucker. 

“If technology means your 
clients are just talking to a 
machine and there is no cli- 
ent service override on top 

of that, then I'm not sure 
technology is all that 
friendly os for as the client 
is concerned. This is still a 
people business, and there is 
a tremendous array of infor- j 
mation, and Indeed pro- 
cesses. that do not necessar- 
ily fit into a little black box 
and allow people to operate 
at a distance via a terminal.” 

Hampton Lynch adds: “If 
you look at some of the 
industry surveys, when 
respondents are asked to 
rank services in order of 
importance, technology 
comes well down the list - 
nowhere is it in the top three : 
[priorities]. So to focus | 
everything on the issue of 
technology and the system 
spend is to forget that cli- 
ents will tell you that yes. It 
is important, but it is not 
that important" 

Tim Steele is editor of Clear- 
ing and Settlement magazine. < 
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REGULATION • by David Cowan 


Spotlight switches to 
the back office 






In London, the 
Financial Services 
Act launched a 
new era in UK 
regulation 

Regulation has come a long 
way since the days of a good 
Golld handshake to seal a 
deal. The questions pandered 
by industry professionals 
rerolve around what impact 
Increased regulation is hav- 
ing, how to reduce risk 
across borders, and whether 
the days of self-regulation 
are over. 

John Langton, chief execu- 
tive and secretary-general of 
the International Securities 
Market Association (Israa) in 
Zurich, comments: “The 


days of self-regulation are 
not completely over. 1 think 
the demise is greatly exag- 
gerated. At the institutional 
level, where everyone under- 
stands the business, it 
clearly is important to retain 
self -regulation. But even 
then, self-regulation cannot 
flourish at any level unless 
It fits within the broader reg- 
ulatory framework." 

In London, the Financial 
Services Act marked the 
beginning of a netv era in 
domestic UK regulation, but 
the change in attitude did 
not happen until the Max- 
well saga. 

Regulation was no longer 
perceived solely as an issue 
far professionals, rather it 
went further down stream to 
consumer's savings, pension 


and insurance policies. 

At the National Associa- 
tion of Pension Funds 
{NAPFj conference last 
November. Howard Davies, 
chairman of the Financial 
Services Authority (FSA), 
told delegates: "in retro- 
spect, it would appear that 
the insurance Industry did 
not take regulation particu- 
larly seriously in the early 
years of the Financial Ser- 
vices Act. Of course, they 
appointed compliance offi- 
cers and the other outward 
and visible signs of regula- 
tory’ observance. But it is 
apparent that, by and large, 
organisations did not adjust 
their behaviour significantly 
to match the demands of the 
new environment and did 
not appreciate the conse- 


Small tops the poll 


A relatively small 
privately-owned Geneva- 
based bank. Pictet, has been 
voted the top global custody 
provider by clients for the 
fourth year running. 

In a survey of predomi- 
nantly European -based 
investment managers, pen- 
sion fluids and Insurance 
companies conducted by 
R & M Consultants, a market 
research firm, RBS Trust 
Bank comes a close second. 


RBS Trust Bank enters the 
survey Tor the first Lime. It 
was formed to take on the 
custody business of S.G. 
Warburg and Royal Bank of 
Scotland. 

“The super large custodi- 
ans, such as Chase Manhat- 


R & M Consultants. “A top 
level, personal service Is 
uppermost in what clients 
require from their custo- 
dian." 

The survey is the fifth 
undertaken by R&M Con- 
sultants. More than 600 cli- 


quences that might flow 
from their failure to do so. In 
other words, they did not 
appreciate the need to man- 
age regulatory and reputa- 
tional risk." 

The Issue of risk manage- 
ment gradually pushed the 
back office into focus, and 
the stakes in the custody 
business were raised, The 
issues raised by the FSA's 
predecessor, the Securities 
and Investment Board (Sib), 
for custodians to address 
included: 

■ A firm should be made 
contractually responsible for 
losses in its nominee compa- 
nies. This would provide 
added certainty that if the 
firm were then to default, a 
private investor could make 
a claim on the Investors 
Compensation Scheme; 

■ A firm should make its 
customers aware of the risks 
attendant on custody; 

■ A firm should not use Its 
customers' investments for 
its own (or other customers') 
account without obtaining 
clear and express consent; 

■ A firm should consider 
the effect of a third-party 
custodian becoming insol- 
vent 


Howard Davies: some h^blutlons did not appreciate the need to manage regulatory and reputational risk 

introduction of standard if we didn't do that, and we gian courts deem securities I 
Industry agreements, aimed recognise the feet. Tim point to be held in Belgium and i 
at creating a single contract is that our agreements are subject to Belgian law, a leg- I 

that all participants can sign enforceable In the event of lslative issue that Euroclear i 

and use, on the principle default" is cmrently attempting to 1 

that after all 200 bankers Much of custody is con- change. £ 

can't be wrong. There Is earned with what may be As national regulators i 

debate, however, whether inelegantly characterised as develop their domestic laws c 

this resolves all the risk "who owns what in which to meet the rigours of global v 
issues involved. place at what time?", a defl- 

Erlc Bettelheuru a partner ration which Is critical to Global custody assets* 
at Mayer Brown Platt, views 
standard agreements as 
Indicative of a herd instinct 



tan. State Street and Bonk of ents were approached and 


David Watson, director of in the financial markets. He 
marketing and business argues: "There are two prob- 


New York, performed well 
but cannot quite get the 
edge over their smaller 
rivals." says Richard Hogs 
flesh, managing director of 


Bobo! custody: satisfaction survey 


Rank 

Bonk (1997 position) 

Overall score 

y«f on 
yosr 
change 

1 

Plclot fi) 

5 74 

0.16 

2 

FIBS Trust Bank ( 0 ) 

553 

- 

3 

Northern Trust (10) 

5.18 

0.35 

4 

State Street (4} 

4.96 

0.50 

5 

Ohm Manhattan (2] 

4 92 

0.18 

6 

Mkfland Bank (6} 

4.77 

0 38 

7 

Citibank (9) 

4 G2 

0.49 

8 

Bankers Trust «J) 

4.60 

0.21 

9 

Lloyds Bonk PJ 

4.51 

-0.15 

10 

Bonk of Now York (7) 

4.41 

0.12 

11 

Royal Bore of Scotland (12) 

4.33 

0.67 

12 

MeSon Trust (8) 

AM 

-0.03 

13 

MSTC fit os Barclays) 

434 

0 26 


30 o questionnaires were 
returned, giving -1,800 sepa- 
rate scores. The question- 
naire used 16 different cate- 
gories to assess the service 
provided. Respondents were 
asked to rank their provider 
on a scale of one to seven in 
each category. The total 
scores for each custodian in 
alt categories were then 
averaged to arrive at the 
results. 

The table shows that Chi- 
cago-based Northern Trust 
was the most improved cus- 
todian. jumping from 10th 
place in 1997 to third place 
this year. Its score improved 
by 0.95 to 5.1A 

The survey was conducted 
before Chase acquired the 
business of Morgan Stanley 
Trust in May. 


development at Lloyds Bank 
Securities services, believes 
these were Issues for the 
end-users of custody rather 
than the custodians. Mr Wat- 
son notes: “None of these 
were really issues for a 
proper Independent custo- 
dian. The effect on the busi- 
ness has been that the role 
of independent custodians is 
now accepted and the status 
of custody has been raised. 
Pension fund managers are 
now more aware and 
involved in the appointment 
and review of custodian. 
This has been a post-Max- 
well awareness enforced by 
the Pensions Act.” 

While national regulatory 
regimes have been strength- 
ened there Is still concern 
when transactions go across 
borders. One solution to cre- 


lems with standard industry 
agreements. First, they stop 
people from thinking about 
the particular contracts 
involved. Second, they are 
not revised. Laws change, 
opinions change. The history 
of development of these 
agreements is that the legal 
opinions gathered are very 
narrowly drawn and. In a 
cross-border deal especially, 
it Is likely that youH have 
stepped outside the terms of 
the agreement" 

Mr Langton disagrees. In 
reference to the Isma stan- 
dard agreement for repo 
transactions, he says: "In the 
first instance, anyone who 
uses the agreement Is able to 
add annexes so long as they 
acknowledge that in writing 
when makin g on agreement 
In the second instance, we 


&M*RCMOHWIW 


ate greater certainty in such revise the agreements every 


If we didn't do that and we 
recognise the fact The point 
is that our agreements are 
enforceable In the event of 
default” 

Much of custody is con- 
cerned with what may be 
inelegantly characterised as 
"who owns what in which 
place at what time?", a defi- 
nition which Is critical to 
insolvency situations. On a 
cross-border basis there is 
some concern over the differ- 
ences hi national regulatory 
regimes, and the choice of 
law issues raised. Barings 
highlighted the cross-border 
problem, and the risk of reg- 
ulatory arbitrage, while a 
recent court judgment in 
Belgium highlighted the 
choice of law risk. 

The choice of law In many 
standard industry agree- 
ments Is the common law of 
either New York State or 
England, yet many cross-bor- 
der transactions are con- 
ducted via Cede! Bank and 
Euroclear, based in the civil 
law jurisdictions of Luxem- 
bourg and Brussels respec- 
tively. 

While courts in these two 
countries will respect the 
counterparties' choice of 
law, there may be a problem 
in insolvency cases where 
courts look at the bank- 
ruptcy jurisdiction, not the 
agreements. Unlike Luxem- 


trading and custody, they 
need to bear in mind that 
they are part of system that 
is not always in harmony. 
Mr Bettelheim warns: "The 
system does break down. It 
doesn't break down every 
day. but when it does It Is 
very costly." 


% of KM 
custedajr 


Koy lerry transactions has been the year. It would be a problem bouzg. In such cases the Bel- 


1 Chaos Manhattan Bn* 

2 Citibank 

2 DautadwBa* 

4 Bank of Now York 

5 State Straw Ba nk 8, Truot 

6 Bantam 7)u»Co 

7 Pariaboa 

8 Morgan Stanley Global Cudody 
8 ABN Amro Berk 

10 Bank ot Tokyo-MMaubtaM 

11 Brown Brothers Hartman 

12 Royal 7>uat Corp of Canada 

.13 Northam Trust Co 

14 Midland Securities Servlc« 

16 RBSTiuat Bartt 

18 ' Sumitomo Tn« K Banking Ca 

17 Industrial Bank of Japan 

. 18 MatenTnet 

IB Soctttt QWM 

20 AflBix* 

21 UoyOa Bonk Securities Sendees 

22 CIBCMefen Global Securities Services 

23 KtacflMbank Luxwnbotagaoiso 

24 Bank of Bermuda 

25 Skan jna vtaha Enskftda Balkan 

*Ae at Man* 81, 1897 
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PARTNERSHIP 


THERE'S NO SYNERGY 
WITHOUT IT 


At Royal Trust; a global securities solution is a partnership with our clients that starts 
by understanding your unique challenges. Whatever they are - reducing operating costs, 
improving reconciliations, or enhancing efficiency, our capable people will b e your 
partners, helping you deliver better service to your clients. 

: . Our long-term commitment to custody and to partnership with clients has earned 
us international recognidop. ; ^acfeed by Royal Bank of Canada* string* and solid credit 
taring (Aa2, Moodyi), RoyalTrust is the custodian tn talk to. We’d like to be your partner 

fig ROYAL 
ISt TRUST 

MrfCxMi Wad firap 

GLOBAL SECURITIES SERVICES; LONDON ■ TOKYO - SINGAPORE • VANCOUVER . TOROnt- 

Trun CnrpomloD of Caiud*. Loudon Branch ii regular, a thf SFft U ’ MOnt RRAL 
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RICHARD DONKIN 

Information overload 


Technology at work has become as 
snarled and congested as our motorways 

.Sooner or later. Iwlll have to ’ 
write about knowledge 
m a n agement Everyone else 
does. I have one draft report 

and one unpublished 
l aaniacript from people who 
seem to know what they’re 
talking about but . they must 
wait a white becauseTin - 
' stuck. Not just stuck but 
canfosed and frustrated 
almost to the paint of 
paralysis. The problem is 
technology. I used to think ft 
was a good tbhig but now 
Tm not so sure. 

H seems a heresy to raise 
such doubts. But are we : 
progressing or are we 
regressing? Jeremy Rifkin In 
the End of Work predicted 1 
an almost weakness world. ' . 

Like the paperless office, it 
hasn’t happened. 

Information technology, in 
particular; has created jobs. 

Most big companies have 
dozens ^ employees, 
whether on staff or 
co n tracted, working on web 
sites and intranets that did 
not exist five or six years 
ago. Gtoajpiiter^»mpanies in 
Silicon Valley are falling 
over themselves to recruit • 
people, so much so that a . 
personal manager at Sun 


Microsystems was moved to 
remark recently: “If they can 
fog a mirror we’ll take ’em.” 

. But are all these new 
industries improving our 
lives? Take the technology 
that gives us new materials. 
It can build tennis racquets 
that enable Wimbledon 
finalists to serve at iSOmph, 
thus destroying the skilful 
interplay that beguiled 
tennis watchers in the days 
of. wooden racquets. 

It can build golf dubs that 

hit a ball further and more 
accurately than before, 
making matchplayers out of 
journeymen. It can build a 
power boat that can 
circumnavigate the world, 
emasculating the spirit of 
adventure. 

'Technology has provided . 
satellites that can transmit 
junk television to our 
homes. Junk mail has been 
with us for some tune but 
now we must contend with 
junk emails while voice - 
man enables us to retain 
re-play junk telephone calls. 

-We embraced the new - 
technologies readily and 
they really seemed to work ' 
at the beginning. The big 
problems have emerged with 


second- and third -generation 
computer technologies. With 
nothing f unda m en tally new 
to invent, the software 
producers have “improved’' 
existing systems. Thus, basic 
functions have been 
swamped by over 
sophistication 
Could It be possible that 
software specialists have 
stretched their skills too far 
in the same way that the . 

16th century school of 
Mannerist painters believed 
they could impr o ve upon the 

Raphael, Leonardo da Vinci 
and Michelangelo who Yn*a 
perfected the human form hi 
art? Manneri st pHiriHrig * 
were characterised by 

elongated limbs in 
e x agg er ated poses - a classic 
case of art for art’s sake. - 
Are we now struggling in 
the workplace with examples 
of technology for 
technology’s sake? As far as 
I know, no one has improved 
on the hammer for knocking 


a nail into wood. But I get 
the impression that if you 
gave a hammer to a systems 
specialist he would probably 
remodel it in carb o n fibre 

with ii ti tanium tip and . 

hollowed out handle that 
takes cartridges, punching 
out nails automatically in 


different sizes using a 
complex hydraulic system. It 
could be packaged and sold 
as "Hammer 98*. 

“There is joy in work," 
Henry Ford once said. Would 
he say it today? Have we 
been blinded by new 
technology, blinded by a 
so phistication that te 
destroying the joy in work? 
My job Is fairly basic. I ask 
questions, write down the 
responses and attempt to 
arrange the words in a way 
that people might find useful 
or stimulating. 

' The technology is 
supposedly there to help yet 
it is becoming as snarled and 


that have removed the joy 
from, driving. We marvel at 
the information explosion 
yet thB fall-out is furring the 
arteries of the very systems 
that made it possible. 

Tnfryrmg H fYn technolog y Us 

beginning to itself 
into our very befogs. If 
Descartes were alive today 
be would probably have 
been attracted to the idea 
that “I surf there f ore I am". 
What sold itself as 
something to transform our. 
lives is in danger of 
developin g an n gH» wanhii, 
a computer-led invasion of 
the body snatchers. 

No wonder thkt companies 
and academics are grappling 
with: the concept of 
knowledge managemen t 
The diaTiwip i is not simply 

to hoTTKMBt information but 
to Site 1 it 

Technology has opened 
the floodgates to junk 
information, a pollutant as 
debilitating to the neurons 
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as a pneumatic drill can be 
to the ears. It has become 
the most popular 
ammunition in *h p - sell and 
the sell is fieraar than it ever 
was. It is not enough to pulp 
the odd forest for reports, 
leaflets and glossy 
brochures. Those are used in 
tiie initial barrage. If we 
survive that with our 
judgment intact the chances 
are we will be picked off by 
the well-aimed fax or e-mail, 
sometimes both, rammed 
home by the telephone call 
“to check you received it". 

Almost everyone r speak 
to is familiar with these 


devices. Many complain they 
are no longer the masters of 
their own agenda but slaves 
to agendas defined by others. 
This is the way 1 am 
beginning to feel It explains 
why I prefer to write at 
home, often outside office 
hours on a monochrome lap 
top using outdated but 
perfectly serviceable 
software. It’s not 
technophobia. Just call me a 
techno-sceptic. 

Tokyo toppled 

Osaka and Kobe have 
overtaken Tokyo as the most 


expensive cities in which to 
live, according to the latest 
index drawn up by P-E 
Inbucon's Worldwide Living 
Costs survey, which looks at 
about 120 countries. 

The number of cities 
indexed higher than the 
London base of 100 has 
dropped markedly because of 
the relative strength of 
sterling. 

The index, which is drawn 
from seven international 
indices, is based on the 
needs of a married couple 
with two schoolchildren, 
excluding house rents and 
tax levels. 


5PH»^CWmpM 

The exchange rate is that 
on April 28. To update the 
index divide the exchange 
rate by the new rate 
and multiply the result 
by the table's index 
figures. 

The full list of cities with 
four separate bases - 
London, Frankfurt, Paris 
and New York - costs £200. 
The frill Worldwide Living 
Costs report is priced at 
£650. 

PE Inbucon, 34 Paradise 
Road, Richmond-upon- 
Thames, Surrey. TW9 1SE, 
tel +44 181 334 5727 


BANKING FINANCE & GENERAL APPOINTMENTS 



Hie HB/ the ftraondng instit uti on of the European Union, is currently seeking lor the "Portfolio 
M an agement Unit" of its foasury Department in Luxomboorg a (m/f): 



The 'Portfolio Management Utoi^ manages a Iota/ amount of approximately EOJ 8 billion through a long 
term investmentportfolio fmveftod to mst-dcas bonds), ’an operational bond portfolio (with the use of 
external portfolio managers) arxhm intere st -rote risk hedging portfolio. 

Duties: He/She wiU assist the Head of Unit in: • Preparing general strategy proposals m all areas of 
portfolio management; • Monitoring certain capital markets; ; manage the investment, hedging and 
operational portfolios as assigned, and in particular co-ordinate ana monitor the external portfolio 
managers; • {Examining the feasibility and cost of hedging operations; • Maintaining ongoing contacts 
- wiifi tteJroandal markets.. .1- 

Profo&siona} qualifications: • University degree with specialisation in financial studies; • Minimum 
of 3 ta5 years' professional experience in bohd investment (fixed income} and derivatives management. ' 

Competencies: •' Sound background in both mathematical reasoning and in the methodologies applied 
to financial instruments together witfi advanced FT technology skills; • Financial analysis skills and a 
capacity for effective communication, ability to prepare concise and logically writ ten nates; • Capacity to 
apply problem solving strategies in situations requiring rapid and creative thinking; • Capacity to work 
under pressure and to interact effectively- with others, particularly in understanding and responding to the 
needs of clients. 

Languages: Very good command of either English or French and a sound grasp of the other. 
Knowledge of another Community language would be an advantage. 

The Bank offers attractive terras of employment and salary with a wide range of welfare benefits. 
It is committed to a policy bf equal opportunities in all areas of employment Abdications from women 
would be particularly welcome. . - 

'Andtcahls who must be nationals of a Member State of foe.&jfopean Union, are invited to send iha> 
Snia^itee. in English or French, with a supporting letter, quoting the appropriate reference, to: 

EUROPEAN^ INVESTMENT BANICIfocruifmentDivreion, Ref. FI 9803, 

L-2950 LUXEMBOURG. Fax: + 352 4379 2545. 

Apptkxrtians will be treated in the stride confidence and carw^ be returned. General Information on the . 
BBcanbe found on Internet. (http://www.eib.orgJ.- ’ 


Flemings 

Outstanding international career prospects for young legal professional 

New Product Development and Legal Specialist 

Luxem bourg • competitive package plus relocation 

U an Investment bank wWi offices in 42 courrtrte and business* In asset 

The Requirements ' ' 

• Professional legal background, with strong industry 


Management 
new Fund 


The Position 

• New rote In expanding Rmd 

Development. Team bnnging 
sirt>cfcjc ^ s ^ Jc ti«n*stO ' , 

• Develop and ro-o«firwte production of legal 

J- . .. ■ n-o* and co-ordinate implementation of 

• oroup I*9®L s* 1 * marketing and 
oroiMtS with otner grmjy 

*p.rtm«ts a”!*** 1 


knowledge of regulatory axnpRanre arid tax issue* 

► Highly self motivated, with focused project 
■ management stalls. Able to deliver in time and quaBty 
pressurised environment 

►-Preferred knowledge ,of. product range. Fluent in 
English, with conversational German desirable. 


Ptease reply in 


strictest confidence, with foil 


career and amient salary detatis, quoting reference IH/2819. 


W{017t499«11 

oaooaodgo**^ 0 " 1 


7 CUumn Street 
London W1Y7FL. 


Six figure package 


Leading Fund Management 
Group 


London 


Global Fund Manager 


This feeding global, fund manager, with group assets under management of over US$50 bfflion, 
manages diversified and specialist funds for a wide variety of institutional and private clients. The 
continued success of its London-based institutional team has created the need for an additional 

Global Fund Manager. 

flemoer oF a 'fteam of four 
professional responsible for managing 
approximately US$1 billion of global 
Institutional mandates. Invested primarily in 
equities. 

Selecting stocks across the globe for 
aggressively managed funds. Participating In 
the asset allocation process and in portfolio 
construction. ■' 


. . ,!• -.-TH E QUALIFICATIONS 

investment- w Graduate, with at least five years’ 
experience in fund management. Previous 
global investment experience desirable but 
not essential. In-depth knowledge of US 
equity market required. 

Fundamentally driven, able to combine top 
down asset allocation with bottom up analysis. 


Contribute to the development of the 
teamt bud ness- objectives, both in terms of 
Investment performance and marketing 
activities. 


Team player, capable of operating creatively 
within a disciplined investment framework. 
Intellectually curious and energetic with 
excellent communication skills. 


Leeds 0113 230 7774 
London 0171 298 3333 
Manchester 0161 499 1700 


Sc l ccto r Euro pe 

, Npcnccr Miutrl 


Phase reply with fan detafb toe 
selector Europe. Ref. MWE/3C72-S/7S. 
16 Cowuugtn Ptao. 

London W22ID 


^ CHASE 

A New 
Challenge 


Analysts 


Associates 


If you are a high achiever with an 
outstanding trade record, you will want 
to develop your career in a dynamic 
environment surrounded by high quality 
finance professionals. 

There is a global institution that will 
provide such a challenge - The Chase 
Manhattan Bank. Chase is one of the few 
global, multi-product banking groups, 
with -a network of operations spanning 
every continent. The London office is the 
centre for the bank's activities in Europe, 
Africa and the Middle East 

Chase delivers a full spectrum of products, 
from treasury management to mergers 
and acquisitions advisory services, to 
clients in diverse geographical and ' 
industry groupings through client 
executives and product specialists. 

Working directly .with the client . 
executives and product specialists. 
Chase's Transaction and Portfolio 
, Management Group flPMG) provide a 
.range of services from deal and company 
analysis, transaction structuring and 
documentation negotiation to ongdng 
deal and diem management. 


Vice Presidents 

increased product offering and business 
activity are driving the axpansion of 
TPMG at alt levels: Analysts, Associates 
and Vice Presidents. Current opportunities 
are in Oil & Gas, Shipping, Aerospace, 
Media &Talecoms, Chemicals, Utilities 
and Northern European Diversified teams. 

We seek candidates with energy, 
enthusiasm, initiative and motivation. 
Outstanding analytical skills are 
essential. For the more senior positions, 
candidates must have excellent 
structuring and deal execution skills as 
well as client management experience. 
Opportunities exist for candidates with _ 
experience acquired in either industry .> 
or from financial services. 

Career development opportunities within 
Chase are open to successful candidates 
in the medium term. 

If you are looking for a new challenge 
in a professional, people-oriented 
organisation then you should write to 
Niall Macnaughton at BBM Associates, 

76 Watfing Street; London EC4M 9BJ. 

Fax: 0171 248 2814. 

E-mail: 483@bbm.co.uk 


Chase. The right relationship is everything." 
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EXCITING OPPORTUNITY IN 
INTERNATIONAL FUND 
SALES 

► Only the highest calibre graduates 
with a minimum of 3 years sales 
experience need apply 

’ • . * * • i ’ 

► Unlimited earnings potential 

► Travel essential 
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Executive Search & Selection 


VP - Treasury/FX 

SUBSTANTIAL PACKAGE (WITH OPTIONS) LONDON 


The Company 

Security Capital is an organisation which makes strategic 
instalments in real estate operating companies that can 
become leaders in their product niche. In essence, we 
identih propertv companies who share our vision of the 
future, and provide business expertise and capital to help 
them achieve taster growth and market leadership. The 
Group has a multi -billion dollar capitalisation and is 
headquartered in the US. 

Rapid portlofio growth and expansion into European markets 
have created the pressing need lor a finance professional 
specialising in Treasury-TX to rake a pivotal role within an 
experienced executive team to help provide an effective 
platform to manage continued rapid growth. 

The Role 

Through the appropriate risk management techniques and 
liaising with an existing finance team, vou will control the 
asset risk of the Group as well as assisting a rapidly 
expanding number of affiliates This will span currency and 
inti.few rate exposure, general asset and liability risk. In 
addition to ach King imesfee companies on Treasury issues. 
vou will be responsible for controlling the financing of the 
Group and assisting it and its affiliate companies through the 
establishment and management of external credit lines, long 
term debt, working capital and cash flow. 

This is d greenfield opportunity in which you will be judged 


on the effectiveness of your control measures and funding 
arrangements as well as the strength of the relationship that 
you have developed with both the banking community and 
their affiliates. This success will enable you to focus in the 
medium term on the oversight and strategic direction of a 
function that is key to our continued effective deployment of 
capital. 

You-. 

...will have some ten years' intematiorai experience In a 
senior Treasury or broader financial role that has given you 
exposure to FX trading and monitoring as well as experience 
of general credit and debt financing issues. Above all we 
are looking for an effective relationship builder and team 
player who will thrive in a close-knit meritocracy that truly 
rewards success. 

Next Step 

Call our advising consultant David Hunter on 01 71 939 
3661, for a confidential chat Alternatively, write to him 
with a full CV. quoting reference 1/1 898/FT, at: 

Executive Search & Selection 
PricewaterhouseCoopers 
Southwark Towers 
32 London Bridge Street 
London SE1 9SY 
Fax: 0171 378 0647 

E-mail: Da vid_Hunter» Europe Jiotes^iwxom 


Equity Capital Markets - Associates 


London 


£: Investment Banking 


Commerzbank Global Equities is the rapidly-expanding equities division of Commerzbank AG. 
With an extensive global network and excellent equity capital base, Commerzbank is well-placed 
to develop a high-quality, profitable investment banking operation internationally. 

As part of the build-up of the Global Equities business, an outstanding opportunity has arisen for 
a number of associates to join the Equity Capital Markets division in London. 

The role 

As an associate you wifi join an experienced international team focused on a broad range of 
equity and equity-linked capital market transactions in both the developed and emerging .markets. 
You will work closely with senior marketers in originating, structuring and executing transactions, 
and will manage projects through to completion. 

Qualifications 

• Excellent academic record with at least a 2:1 degree 

• Minimum of two years' relevant experience gained within an investment bank, management 
consultancy or consultancy arm of a top-tier accountancy firm 

• Highly numerate and computer literate with strong financial modelling stalls 

• Good communicator and team player 

in the strictest confidence, please send a full CV to: Samantha Hills, Recruitment, Commerzbank 
Global Equities, 60 Gracechurch Street, London EC3V OHR. 


# 


Commerzbank AG is regulated by the SFA for 
the conduct of investment business in the UK 


COMMERZBANK4& 


GLOBAL EQUITIES 


Equity Research 


Developing high-quality utilities research with a global reach 


At J.P. Morgan, a feeding global investment bank, 
die continued growth of our European Equities 
business i.s creating firrthrr career opportunities in 
research. Based in London, our equity research 
effort focuses on selected pan- European sectors. 

Our equity research in the utilities sector is 
growing as the trend towards privatisation and 
deregulation in Europe is maintained. The focus 
in on electricity and water utilities in Continental 
Europe. We are looking for a versatile utilities 
analyst who can play a generalist role in providing 
back-up knowledge and support in response to 
both internal and external client needs. Over time 
you will develop your own coverage of companies. 

The objective will be to analyse sector trends, 
forecast companies' results and. ultimately, make 
investment reconunendatidiis. The ability to prepare 
models and provide effective marketing support is 


JP Morgan 


lo*v and will lead to the development of dore 
relationships with fund managers and companies. 

You will need at least a 2:1 degree in a business, 
economics or accounting discipline, preferably 
supported by an MBA. You have a corporate 
finance/cquity research background or exceptional 
industry experience, possibly gained with a 
management consultancy. Fluency in at least 
one other language, ideally Spanish or German, 
is also essential. You will have a high level of 
self-motivation, excellent verbal and written 
communication skills and the ability to work 
effectively as pan of a team. 

To apply for this role, please send a full CV to 
Julia Tarboron at J.P. Morgan. Recruitment 
Centre. P.O. Box 161. 60 Victoria Embankment. 
London ECTY OJP. Closing date for applications 
I August 1998 
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Global Research Manager 


A sset 

Allocation 


Location 
Internationa By 
Flexible 


Highly a ttr activ e 

remuneration 

package 


Ourcfferrt is the investment advisory and asset management arm of one of the world's 
largest banking and financial services organisations. Operating globafiy, the company 
provides a wide range of inves tm ent services to institutional, ratal and private investors and 
manages US $100 bn. As a result of our event's continuous growth and development, this 
exerting rote has arisen and created the need to recruit a senior professional into the global 
quantitative research team. tour objectives wiB be to: 

■ Develop global tactical asset allocation models 

• Forecasting expected returns, risk and correlations 

• Develop and implement portfofio risk measurement and monitoring systems 

• Provide creative aid innovative quantitative input to the asset management process 

tou wfH be an experienced Fund Manager or Research Manager with ideally 3-5 years in 
global tactical asset allocation modelling, enabling you to provide supervision and to manage 
the research process. Actual money management experience win be a distinct advantage. 

Mxr presence and interpersonal skills wifi give you instant crecSbfiity and wfil allow you to 
make stgriftearrt contribution to the group's overall success, tou will benefit from a 
stimulating environment in which personal contribution is highly valued and rewarded. 

Interested candidates stmSd write with fuff CV, quoting cvront rewards package to Petra 
Rlckmeyer, financial Services & CHy Practice, Hoggett Bowers, 28 Essex Street; London 
WC2R 3AX, Tel : +44 W171 970 9600, Fax: +44 {UJ171 353 0924, quoting ref: LPR/17607/FT. 


Hoggett 

Bowers 


Executive Search 
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Part of the PSD Group 


Electronic Trading at DTB 


A large local seeks traders (preferably a team of 2-4) to make 
markets in options at the DTB. On offer are a well-established office In Frankfurt, and 
a comfortable company flat. Top risk management software, computer equipment 
and technical support are all in place. After the first six months the operation can 
pe moved to any European location that surfs the team 
I am interested in people with an excellent track record In 
electronic trading (minimum 2-3 years). A floor-based team who wants to make an 
early transition could be considered but they must be prepared to put in a part of 
the equity. 

Making Market in Options in Asia Pacific region 

There exists an opportunity for a top floor market maker, experienced In managing 
a team, who would want to relocate to Asia. Must be capable of an early 
conversion to electronic trading. Experience of trading bade months is essential. This 
position can easily evolve Into managing market operations across the whole 
region. 

Please send a resume, or your telephone contact number to 

Mike Stevens on fax 0049 69 91 39 50 31 


HR-Change- 
Manager 

based in Germany, HR Generalist 
35 y.. is looking for a new 
challenge! I year experience in 
Line-HR-Woik (International 
Financial Services), 5 years exp. in 
Change-Management (alignment 
based) in American Consulting 
Company, Studies in Industrial- 
Psychology and Bus. Admin. 

Please reply to Box A6194, 
Financial Times, 

One Southwark Bridge. 
London SE1 9HL 
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Advertising 


■ Gill Pad ob ■ 

10171 919 19771 


OIL 

TRADER 


with 20 years 
experience of 
products, crude, 
derivatives and 
anker chartering. 
Substantial Emerging 
Markets experience. 
Excellent commercial 
and negotiating skiffs 

hardworking and 
resourceful. 
Seeks UK based 
position in oil/ gas 
markets or similar. 
Fax: (44) 1172457 033 


appears in the UK 
edition every 
Wednesday & 
Thursday and In 
the International 
edition every 
Friday, 

For information on 
advertising in this 
section please call 
Keeley Pope on 
0171 873 4006 


After the departure of Jean-Charles 
de Castelbajac, the University of 
Applied Arts in Vienna/Faculty of 
Design, invites applications as g 
P 

Master Class of Fashion Design 
for the duration of 

two academic years. Interested parties 
with high qualifications and 
international significance in the area of 
fashion design should forward their 
applications with relevant documents to: 
The Personnel Department, University of 
Applied Ans, Vienna, 

Oskar Kokoschka-Platt 2, A- 1010 Vienna, 
by August 5J998. 

We are an equal opportunities employer. 
Costs for travel and stay due to die 
application procedures will not be 
refunded. 
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Corporate Finance 

Outstanding opportunities for talented young professionals to join a leading player in international corporate finance 
London ^ j? n. 


^ one of the world's leading, fully 
in^ratod investment banks. A global franchise, 
leading securities distribution and a pre-eminent 
research capability underlie their ability to handle 
- the largest and most comptex transactions. 

A sector-focused approach and global presence 
create the in-depth understanding required to • 
anticipate the market, identify opportunities 
and devise appropriate and effective strategic 
solutions. The bank has thus developed an 

:Outstanding record In leading landmark 

transactions whether they are acquisitions, • 
mergers or capital raisings. 


Due to its continued growth and success, the 
corporate finance department is looking to hire 
outstanding young professionals. As a member 
of an advisory team, you can expect to be 
Involved in providing strategic financial advice 
to clients, as well as participating in the 
identification and execution of corporate 
finance transactions. This will Include financial 
analysts, company valuations and detailed 
modelling of businesses in addition to 
preparing and delivering client presentations. 

The successful candidates will be graduates 
aged 25-30, excellent academic track records 


and preferably have an ACA, legal qualification 
or MBA. They will demonstrate: 

♦ Corporate advisory or related experience 
. gained within an investment bank, major 

accountancy, legal practice, management 
consultancy or PLC. 

♦ Strong numerical, analytical and presentation 
skills combined with an understanding of 
valuationtechniques and spreadsheet 
modelling. 

♦ Excellent written and verbal communication 
skills. 


£ Excellent 

These positions offer superb opportunities for 
highly motivated professionals to develop their 
career with a market leader. 

If you are interested in takir^ up the 
challenge, telephone Annabel Haywood or 
Arabella Pack on 0171 269 1862 for an 
initial discussion. 

Alternatively, forward a copy of your curriculum 
vitae to Michael Page City, 50 Cannon Street, 
London EC4N 6JJ, fax 0171 329 29S6, please 
quote reference 435413 or e-mail: 
annabelhaywood@michaeipage.com 


Michael Page 


' CITY 

London - New Voik ■ Paris - Amsterdam - Frankfnn ■ Milan - Madrid ■ Hoag Kang ■ Singapore - Sydney 
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countries, in 1,000 dmerent. locations, cargui nas omces mrougnoui norm 
and South America, Western and Central Europe, the Former Soviet Union, 
and Africa. Our European headquarters are located in Cobham, Surrey, U.K. 

. . . The Financial Markets Group (FMG) focuses on proprietary 

: - trading. With more than 20 offices worldwide, we have 

built a reputation for innovation, success and profitability. 
^ FMG is engaged in various propriety financial trading 

and investment activities woridwide. ; . 

* . We have opportunities for ambitions traders capable of 

'■ longer term progression to management. You should have a 
university degree and more than two years work experience 
in emerging markets. 




Entreprenetdial flaiij relevant language skiffe and fkxibiliiy are 
necessary qualiries.. J G€ographical mobility^ expected. ;■ 

OPPORTUNITIES EXIST, INTHALIY IN THE UK^WIXQ EVENTUAL 
RELOCATION TO: 

Romania, Russia, South Africa, Switz^riand, Tmfey -v : •• 
and Ukraine. ^ 

For the following activuiis: 

Derivatives, Equities, Fixed Income, Foreign Exchange, Money 
Markets, Seal Estate, Structured Finance and Irade Finance. 

We are also seeking Financial Controllers for the above locations. 

Please send your CV to: Fain Williams, Vineyard House, 13-15 Vine 
Hill, London. EC1R 5FW Fax: (44) 171 837 0001, quoting Ref: 0987 



Program Manager for Information Products 
and Services 


The Mufitoteral kwcdncnt Guarantee Agency (MGA) is a member of 
the World Bank Group (WBG), created (d enterics the Am of foreign direct mueshnant 
by prwkfing investment fo surarxro against non-c am merc^ 
to developing counties. Technical assistance is provided Biroqfri MIGA's Investment 
Marketing SatyicM Department OtAS seeks a Program Manager forhfbnnation 
Products end Services to mstage several intonraBorntochnotogy based programs to 
facBtate camnwhicalloia and data sharing among international investors and investment 
promotion organizations. 

Responsibilities: Directing development and defiraiy of information tools to support 
IMS’ imr6*T»nt prorrrfttion capacfiy-ixiflcBng and information dissemination mandates, 
and for (he IMS KnafcfodB* Management system. In consdbflon wRh MIGA's CIO, 
pa rfxapafa to WBG ranraflteas, boards, etc., rotating to knoartedge management Other 
specific duties Induce: lead a team of five spedaists: manage marketing, content 
mobBzafloh, upgrading, and customer support for IMS’ web facSBes; develop and test 
new products; aid, contrfiwte to mobflzfog external Holding for the program. 

Qualifications: Minimum of a Masters degree « economics, business, information 
management, or related fekL At least ten years professional experience in an 
International role, toctoifing at least 3 years senior experience In the field Df ktiamoBon 
and/or knowledge m a nagement Conversant with state-of-the-art tools for training and 
Information dissemination, indudfog internet, interactive CD-ROM, and video. Strong 
batashfoskflsarfotteabfiy to work as part of a team. Mastery of EngGsh required. 

MIGA oflera an ■ i te maten aBy competitive compens a tion package. Quaffed candidates 
stated send cover tetter and delated CV no taler than July 20, 1998, to MGA 
Department of Central AdmWstrafion, 1818 H Street NW, Room U12-025, Washington. 
D.C. 20431 Fax; 202/522-2680. Only shortlisted candidates wil be contacted. 


Faun Williams 


Web site http://www.farnwilliams.co.uk Email: farnwilliamsldial.pipex.com 


I: if** 

: 

r 


O 




lii- 


1^" 


rt* nl 
***'’•' ; 


' Human Resources Managers 

Create the global consultancy resource of tbe future 

m Ernst & You»ff Management Consultancy is tfw fas^gfov^rr^ con^g^rrt 

base, couphd with our global com^ makes us the ideal place 
a consistent skXsa rhetelta^thammde^eseamk^ . 

^ created tm/ghthiongi^inm^ . 

Manager, Learmag xndDavetopmant to oorrtnare 

■ ' tmmuyj ^ 

N snf iaMct jo roars' orof$ssk)^ axperience. «ieasri^ofwb/cn snoulrf . 

■ 'fyu^paedrsieventHR 




21 Ernst&Younc^ 
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[Appointments! 
Advertising 


appears hi the UK 
edition every 
Wednesday & 
Thursday and in the 
-international edition 
every Friday. 

For infomation;flp > 
advertising In this 
section please cafl 

Keefey Pope on 
■■ 0171873 4006 

Kart loynton on 
0171873 3694 

Ben Bonney-iames 
on. 

0171873 4015 

Chria Ibbotson on 
0171 873 3351 

Effle Wlilte on .... 
0173. 873 3466 


FiiiJiiCial Timc-s 


g^p^-£40.(XX) + .benefits 


«i 02 BBd in an active change programme 
^f^^P^^^ 3 donaa 0 date its position well into the new mil- 
fjfltt.rf this strategy, we are introducing the new 
which will act as' tha focal pant 
UFFEtnwnber firms and the Exchange. 
m f - i ':£^-AcH$int Executive will have responsibility lor 

' ncJud ‘ n9 clients. The .. 




PO not only provide an effective 

r^ttHTmiunkadion of new product servtoe. 


Wtiatiyes. but also tirttva 1 valuable 
poWriber firms’ ongoing requirements and 

gjffidgBSffiv.. • .> . 

Aitey part of tfw role wfll be to maintain the 
Pp teteite'of Ctiwj Srtafection - caomg tor Bason with 
i«%IWcaDn8 in eddMon to ad hoc protterrvsoMng. 

who cornUne at toest three 


years' wparience in financial markets fcroferabty dertvaliws) 
with a strong customer orientation aid excellent commu- 
nicadon skfls. \bu wSI also need to demonstrate a resfieri, 
committed approach, effective powers of negotiation, 
and the abaity to Interact with people at every laveO 
The^a high-profile positions wfll make an Important 
contribution to the future of the Exchange, and offer 
excetiont opportunities for further career devefoprrent 
To apply, please write enclosing your tufl ev and a note 
of arrant remuneration to Andrew Deveney, Personnel 
Deportment, UFFE. Cannon Bridge, London EC 4 R 3XX. 


LIFF( 


Ttwlondan W e nw w r i l FUancM 
Fiitunc ml Opnon* Eaich^ige 

www.Bfle.com 
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JardineFleming 

CORPORATE FINANCE ANALYSTS 


HONG KONG BASED, ASIAN FOCUS 


EXCELLENT OPPORTUNITY 


JanJlne Fleming, a joint venture between international trading firm Jandlnc Mathcson and 
Britbb investment house Robert Hcmtag. is oac of the katURR lnvesunejji bouses in ibe Asia- 
Pacific region, providing its clients with a unique combination of financial services distributed 
through an unrivalled network of offices. 

The corporate finance department employs over 170 professionals in 1 5 countries 
throughout the region. Voted ’Best MSA House in Asia for 1997" and winner of "Best 
Convertible Bond Offering for 1997' hy Finance Asia Magazine, the department has an 
unmatched reputation for corporate finance and capita! markets services in Asia. 

As part of hs drive to fimber. strengthen the department, the company wishes to rcendt 





several graduate analysts of the highest calibre. 

The successful candidates will; 

• have graduated from a top university in the last three years with an upper second or 

first class degree 

• be fluent in spoken and written English Aslan language slate will be an advantage 

• be numerate, preferably with cxcdleiK computer skills 

• possess the necessary conumonau and drive to .wiccccd m a dynamic, tcambased environment 

• demonstrate an informed interest regarding recent major developments within the 
Ada-Pacific corporate finance market 


ROBERT WALTERS ASSOCIATES 


Successful candidates will an end a formal training programme in September/ 
October of 1998. 

Interested parties should contact Lisa Walsh at Robert Walters Associates, 
10 Bedford Street, London WC2E 9 HE. Tel: + 44 171379 3333, Ear + 44 171 915 8714. 
or James Mustoa at Robert Walters Associates, 21st Floor. JardinC Bouse, 
One Connaught Place. Central, Bong Kong. Tet + 852 2525 7808. 

Fax: + 852 2525 7768. 

You may also apply via http-yAapsxotn/RobetL. Walters quoting r eference KWL25. 
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Manager - Derivatives Operations 


Debt and Capital Markets 


City 


£ Excellent 


Our client is a major Investment Bank experiencing dramatic growth in 
the fixed income and associated derivatives markets. In order to 
further secure a management structure capable of meeting the 
challenges associated with growth and change, a key requirement has 
arisen for a senior derivatives operations professional. Reporting to 
the Global Head of Fixed Income and Derivatives, the appointee will 
assume full responsibility for trade processing, trader support, 
settlements, confirmations and management information. 

Key aspects of this role will be to: 

♦ Maximise the efficiency of derivative operations. 

♦ Lead operational aspects of business development including 
project management 

♦ Enhance existing systems and procedures to meet internal and 
external business demands. 


A strong technical background in Interest rate derivatives is essential, 
coupled with excellent marvmanagement and change management 
skills which will have been gained within a high quality investment 
banking environment 

This role represents a unique opportunity for an ambitious Individual 
to join a highly progressive organisation where excellent career 
prospects exist due to considerable growth and restructuring across 
all product areas. 

For further information, please contact Sharon Swift at Michael Page 
City, 50 Cannon Street, London EC4N 6JJ quoting reference 434598. 
Tel 0171 269 1820 or fax 0171 329 2974, 
e-mail: sharonswift&michaelpage.com 

All replies will be handled in the strictest of confidence. 


Michael Page 


Pradential-Bache 


fate matronal 


Dubai, United Arab Emirates 

PRIVATE CLIENT 

STOCKBROKERS/PRTVATE BANKERS 

Prudemiai-Bacbe tnrerrwti pniil is expanding into the Middle East by 
opening an office in Dubai. Marketed products and services are designed 
to help wealthy international investors preserve and increase their wealth. 
Products include, but are not limited to, multi-currency deposits and loans; 
state-of-the-art global asset manag ement products; and individual equities 
and fixed income instruments. Private Bank accounts. Trust services and 
centralised asset accounts are also available. 

Hie firm is looking to hire several candidates. One will be selected as 
manager to lead the team. Candidates will be required to demonstrate an 
established track record of attracting and retaining high net-worth 
individuals as customers. The firm is seeking professionals already 
servicing a well diversified private client asset base. Fluency in English is 
accessary. Ability to speak Arabic is desirable but not essential. The 
compensation package we offer is unlikely to be a limiting factor for the 
right candidates. 



CITY 

London • New York ■ Pails - Amsterdam • Frankfiar • Milan ■ Madrid ■ Hang Kong . Singapore • Sydney 








Please send your curriculum vitae in stric t e s t confidence to: 
Martin Leclerc 

Pnrdeimal-Bacfae Securities (UK) Inc. 

1-3 Strand London. WC2N 5HE. UK 
FAX (0044) 271-414-6941 


Prudential Securities is an Equal Opporainiry/Affimiarive Action Employer 
and Is committed to diversity in our work force. Member SIPC 
Pnideadat-Bacbe ImnyariamJ is a tuhiutfairy of Prmlcatiat Securities 
Incorporated. New York New York 
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Structured Trade Finance 


London 


£ Excellent Package 


Our client is an established international bank with a strong track 
record for advising and arranging finance across a broad range of 
specialist banking products. 

It provides corporate, financial and institutional customers with 
extensive treasury, banking, commodity, structured trade finance. 
emerging markets, corporate finance, asset management. 

Investment and International services. The group has total assets 
exceeding US$25 billion and employs more than 30,000 people 
worldwide. 

The continued expansion aid success of the Bank has resulted In an 
exceptional opportunity for a senior Structured Trade Finance Credit 
Manager In London. 

The Rote 

♦ Responsible for analysing and managing credit risk for the Banking 
Division covering primarily Structured Trade Finance and Forfaiting. 

♦ To actively assist with the policy, strategic direction and control of 
the asset and credit risk portfolio. 

♦ Close liaison both internally with Relationship Managers and 
externally with clients regarding structuring of transactions. 

♦ A variety of travel opportunities to the Far East, Latin America. 
Eastern Europe and Africa. 


TheCandMate 

♦ Minimum of 4-5 years relevant experience gained from a 
recognised financial Institution. 

♦ Strong understanding of Structured Trade finance products and 
knowledge of market practices related to credit llmtts/exposure. 

♦ Knowledge of country risk, commodity markets and an economics 
background would be advantageous. 

♦ Preferably educated to degree level, wtth strong written and 
communication skills. 

This position represents a superb opportunity to work for a leading 
provider of Trade Finance facilities, wtth exciting prospects for the 
future, ft is Important that candidates can combine technical abilities 
with an inclination to take a hands-on approach to the job. An 
attractive safary and package will be awarded to the successful 
applicant, reflecting the experience and capabilities for this 
challenging role. 

Interested candidates should contact Mark Pettman on 

0172 269 1868. Aftematiwaly write to him. enclosing a full arriculum 

vitae at Michael Page City. 50 Cannon Street, London EC4N 6JJ. 

Fax 0171 329 2986. e-mail: marirpetlman@michaelpage.com 
Please quote reference 411104. 





Consolidation Manager 


Michael Page 


CITY 


London • New York • Karts . Amsterdam - Frankfurt . Milan • Madrid • Hong Kong - Singapore . Sydney 



Merrill Lynch Head of Risk Management 


£ EXCELLENT 


With assets exceeding f 180 billion, 56,000 employees and an active presence in over A 0 countries, Merrill Lynch is a market leader in 
global investment banking. Merrill Lynch Capital Markets Bank Limited was established in Dublin, Ireland 1995 and has branches 
in Frankfurt Milan, Tokyo, Johannesburg and Malaysia. Recently, Merrill Lynch have expanded operations in Dublin, creating an 
outstanding opportunity to work in Risk Management 


The Role: 

• Establish a risk management function at the bank head office in Dublin 

+ Monitor traders daify risk activities and positions providing 
independent identification, measurement and monitoring of market 
risk across a range of products including debt and equity derivatives. 

• Further develop market risk measurement methodologies and systems 
consistent with the banks expanding operations. 

• Liaise with regulators, senior rnanageroent of the bank, Merrill lynch 
global risk management and credit management 


The Requirements: 

■ The candidate will be an experienced risk management professional 
with at least 5 years experience working In the risk management 
department of a capital markets bank or financial institution. 

• Experience in debt derivatives and equity derivative Instruments is 
essentia L 

• A background In trading and valuing derivative instruments would 
be desirable as would knowledge of VAR models. 


• A quantitative or financial degree would also be a pre-requisite. 

This is a first dess opportunity to contribute to the continued success of thb dynamic and rapktiy expanding business. 


b We ora looting for a highly 
motivated individual who 
wishes to become part 
of our eiaremeJy fast growing 
commercial accounting 
and financial services 
company in France. 

The firm hes a large number 
of very prestigious French 
and International blue chip 
audit clients. 

In 1996, we created 
a consolidation consulting 
deportment with a remit 
to build a business adding 
value through reengineering 
the consolidation process 
for both audit and non-audit 
clients. The department 
is growing quickly with its 
size set to double in 199B. 
Wti are looking to recruit 
a manager with significant 
■ hands-on * consolidation 
experience as part 
of the management teem, 
working directly with 
the very experienced 
department head. 


^Yowrele , 

-Co^rdteation of pfejeca to reengineer consofidation procedures, 
both in France and abroad, requiring both in-depth system and technical 
knowledge, and management skills. 

- Comercial development : as part of the management team, you wS be 
expected to develop and build retatiwwhipft both vwtirin end outside ihe firm 
to contribute to the department’s ambitious growth plans. 

- significant exposure to top diem management of major European 
multi-national groups. 

- Best practices : we are constantly seeking to benchmark our efients 
and our own performances. You wffl need id seek out best practice both 
wdm DetotteTwcheTohmatsu worid-wida and beyond and to argdamenl 
them to help our clients improve their performances. 

g fr Ypbt qua! ifications 

e Hands on » experience of managing consolidations within a large group, 
preferably in the industrial sector. 

- Promts exposure to projects to improve the efficiency of consoSdatlon 
procedures (deadlines, rellabSty.. ) 

- Excafleet academe background : advanced qualification in accounting 
and financial management essentiaL 

- Stioug woriring knnwkiilyu of both written and spoken French, 
-heema&oadoudeok with demonstrated experience of « state of the art* 
management systems. 

- Experience id wfemefioaaJ accomtiag standards (IASC and/or USI- 


^Youroppertoaitf 


We provide WgWy competitive salary and benefits packages. Career prospects 
whhm our dynamic and service focused firm are exceBent DeJoitte louche 
Tohmatsu France is a member of Ddoiae louche Tohmatsu International 
A wide variety of worldwide career opportunities exist for outstanding indwiduais. 


interested appfkants should contact Rkhanl Sander at Morgan Mdforiey We fi ngton House, 1Z5 The Strand, 
London WQfl GAP. Tfefeptwrw 0171 557 7222 Fax 9171 836 3456 emafl: npnderOmoigaiHnddniaymuk 


Morgan Melvin It* 



DeloifteTouche 

Tohmatsu 


& 


A 


Applicants should fox their C\Ts bi either English 
or French to Frddkric Moten quoting reference 
FTBD7 on 23 1 40 88 28 28 or write to him at 
DeWre T micheT ofwwpp, 185 avenue Chari es- 
de- Gaulle, 52200 NeuiBy-sw-Seme, France, 
interviews will be held in Pens m Jtdy 1998. 




Appointments Advertising 


appears in the UK edition every Monday, Wednesday & Thursday 
and in the International edition every Friday. 

For further information please calhKarl Loynton on +44 0171 873 3694 


Q 
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Fox- Pitt, Kelton 
Specialist Sales 

European Banks and Insurance 
1 ' £ Competitive 


New York £ competitiv 

Investment bank with an international business conducted from offices In London 
ork. The firm was founded 25 years agp and has always specialised in the financial services industries. 

rtstf button 01 t ^ SI ? eSS in th8Se sectof9, R5 * pttl Jetton is planning to expand Its International 
arstnmitton network by recanting a further dedicated European specialist sales person in New York. 

Successful candidates for this position we lately to possess the following attributes: 

♦ Experience gained in the European financial markets particularly In Investment research or sates. 

♦ Knowledge of, or exposure to the US market In a financial capacity. 

♦ A desire to be permanently based in the United States. 

♦ Proven diem/business development skins. 

a successful market leading flrni appeals to you and you would like to be based in one of the 
. 116 80(1 locations, please contact Colin CampbelKJuntop. Michael Pegs City, 

SOCannon Street London EC4N 6JJ, fax 0171 329 2986. telephone 0171 269 1880. please quote ref 433245. 
frmail: colini^pbelkJuntop^ ichaelpage.com 


Michael Page 


CITY 

London • New Torit ■ Paris ■ Amsterdam - Frankfurt . M9an - Madrid ■ Hong Kong ■ Singapore - Sydney 


KINGjPSHER 

Join the retail group with a global future 

London based 

Kingfisher pic Is one of Europe's largest non-food retail groups, with powerful brands that indude B&Q, Comet, 
Darty, Superdrug and Woohvorths. working within highly competitive markets, Oils £6.4bn group recently achieved 
operating profit of over £500m. Determined to become increasingly international, Kingfisher has ambitious growth 
targets which win be achieved through acquisitions and organic growth. These roles, central to this strategy are 
Ideally suited to European nationals with a good knowledge of English and French. 

Strategy Development Manager (ref: 2007IRTIFF) c£90,000, bonus, share options 


The role 

• drive and develop the group's strategic approach 
in relation to its global electricals business 

• work cfoseiy with senior management at both 
head office and across operating companies to 

Identify needs and opportunities 
■ identify and address key business issues, leading 

strategy projects from inception to completion. 

Corporate Finance Manager (ret 4007IUIFT) 

The role 

• work with Executive Management Provide financial 
expertise to ensure successful completion of deals 

• understand marketplace. Undertake rigorous 
financial appraisal and due diligence for each 
project Prepare strong business cases 

• assist In negotiations. Manage professional advisors 
to ensure delivery of objectives. 


The person 

• outstanding graduate, ideally also with MBA. Able to 
work on own initiative 

• classic strategy/development background gained in 
leading strategy consultancy currently at Engagement 
Manager level or within a high-profile multinational 

• outstanding analytical and financial skills. Strong 
presentee Credible, persuasive and inspiring. 

cJl75,000, bonus, share options 

The person 

■ graduate, either with accounting qualification or MBA 

• minimum of 2 years’ corporate finance experience 
gained within a big six accounting firm, merchant 
bank or high-profile multinational 

• understands both strategic and operational issues In 
addition to technical and financial criteria. 


To apply, please send a fuJJ cy quoting the relevant reference number, to Ian Jordan. RA Consulting Group. 
123 Buckingham Palace Road. London SW1W 9SR. UK. Tel: 00 44 171-730 9000. Fax: 00 44 171-333 5330. 


Global Recruitment 


PA Consulting 
XjTL Group 


Derivatives Sales 

opportunities to appeal to (only) flexible , ambitious and highly motivated individuals 

Our client, part of a highly rated European institution, has ambitious but 
realistic plans for expansion and is looking for experienced brokers who can 
demonstrate a successful track record in business building within a range of 
Exchange Traded Products. 

We are looking for intellectually strong individuaJs with undoubted technical 
and interpersonal skills, hungry enough to focus on their own development yet 
team-oriented enough to suit the culture of the organisation. The company 
ethos is to be singularly less structured whilst retaining the highest levels of 
professionalism. 

Levels of commitment to success are high and candidates with the right degree 
of flexibility will share in the rewards of making a significant Impact on 
the industry. 


EXCHANGE 

Consulting Group 

SEARCH AND SELECTION 


These are rare opportunities and our selection criteria will be stringent 

Candidates who feel they have the necessary attributes should contact 
Robin WatMagham on 0171 929 2383. Alternatively, send your CV to her at 
Exchange Consulting Group, 13 St Swifting Lane, London EC4N SAL. 
Fax 9171929 2805. It is our strictly held ethic that no CV is forwarded to the 
client without the express agreement of the candidate. 




SPORINGER ASSOCIATES GMBH 

COAL TRADING 

worldwide 

International energy group seeks a 

MANAGING DIRECTOR 

An experienced senior manager is required with a sound knowledge 

of 

international coal trading and ideally ocean-going traffic, 

location Europe. 

All applications are treated in the strictest confidence. 

Please send your detailed application to: 

MSP SPORINGER ASSOCIATES GMBH 
Burgwedeler Str. 155 B 
D-30916 Isemhagen, Germany 


■r ~ 


Black Sea Trade and Development Bank 








msm, 


An Opportunity for Joining a Team of High Professionals 

nfflF.F ECONOMIST : 7 years extensive research and analytical experience in 
international banking, finance and economic development related to IFIs, preferably 
PhD holder. List of publications is required. 

| FfJAl. ADVISOR : 10 years experience/law practice in a reputable international 
financial institution or legal organisation covering legal, strategic, institutional issues. 
INTF.RNAI. AUDITOR ; 7 years experience of which at least three in 
banking/financial 

auditing. International audit certification(s) is an advantage. 

mmr.li-rmr. * CORPORA T E PLANNING MANAGER : S years international 

experience in this field. 

rppnrr bisk MANAGERZASSLMGR: 5 years of professional experience in 
credit risk assessment within a reputable international bank/financial institution. 
APIECE FIMANPF MANA ^FK/ASgr MGR: 5 years experience in projects 

financed by IFIs. . „ _ 

PROJECT EYALUATIQM MANAGER: 5 years of expertise m IFIs covering 
instiniional, e^nomic,financial aspects or project cycle. 

YPfl PF FIMAl^- MANAGER : 5 years of experience related to international trade 

AM?=f ^FFlflF.R : 5 years of analyst experience related to regionai/coimtry 
and 

MfflR/PEALEBS: 5 years of experience in 

international financial markets. . 

MANAGER: 5 years of mtemanonal expenence m 

personnel 

™SfR: S years in bank related IT systems development and management 

rn r riT ^ i pg '»™ CER: 5 y*™ m mtera:it,0,ial bankl,,B and 

, n experience in international economic, financial and/or banking 

^^vStaWmemational options. Experience mlamd to the mgton 

^ p^xi.grgATlOl^L- MAMAfiEE^SI-MfiE: 5 years of intentation^ 
experience . . . y 

rrir'r^ Cialisation in’ International and Commerrial Law. 3 years of 

with IFIs. Excellent wr iuen and spoken English is a prerequisite 

O proficiency in bit ^ multinational environment is required 
□ Willingness to*en ^ m n-Member countries are eligible 

C] Nationals of Memb^^ Thessalonik i, Greece 

to use our Standard Form available on 
• Applicants « bstdb.gr and e-mail: info@bstdb.gr. 

web page* r V must include two references. 

• Standard *^^£55 before August 21, 1998. 

• Applications ; must ^ tnaM strictly confldentiaL 

# All applications « u6 Thessaloniki, Greece. 

or ++30 31 222636 ‘ 


Emerging 
European Equities 

West Merchant Bank Limited and 
Panmure Gordon & Co Limited form 
pan of the international investment 
banking activities of the WestLB 
Group, b leading European banking 
institution and one of the largest in 
Germany with some DM600 billion of 
Group assets and curem ratings of: 
Moody's Aal. Standard & Poors AA+ 
and IBCA AAA. 

The Equity Division of WestMerchant is 
currently m the process of developing 
its emerging European equity capability 
focusing primarily on Russia, Romania. 
Poland and Hungary. As part of this 
expansion, we are seeking to build up 
our Research team. , 

Enter gn g European Equities - 
Hungarian Analyst 

The London based Analyst will work as 
pan of a small team developing primary 
and secondary market business in 
Hungarian equities, as well as providing 
in-depth expert analysis on EEM 
regional chemical and pharmaceutical 
equities. 

Applicants must have a relevant 
degree, excetient communication skills 
in written and spoken English and 
Hungarian and a minimum of three 
years' experience with a leading 
Investment Bank. A proven record of 
analysing the chemical aid 
pharmaceutical sectors in the regon 
and a thorough understanding of the 
issues affecting these sectors in the 
emerging markets of Central and 
Eastern Eirope ts essential. 

Competitive packages including bonus 
and fuU benefits are available for the 
successful candkfetas. 

Please send a CV with salary dataBs, 
quoting red. 98R082 to Diane Tssera - 
Personnel Manager at west Merchant 
Bank, 33 - 36 Graeeduch Street. London 
EC3V0AX 


YA 


WestMerchant 


Wanted : an experienced 
highly-qualified Financial Director. 
Requirements: good skills of 
European accounting, 
English/Russian, dynamic, 
sociable. Work and 
accommodation with the family 
in Moscow. Favourable terms. 


Resume by fax; + 7 095 234 0665. 


l2 i 


^ y te n is tosr e 

S £- G i 


^ 5§ E 


unications 



Now join the company which created it. 


Investment Manager/Investment Analyst 


Singap ore to da y a racogrote far itaou totii Ki ng tetetemn nmi c a t j o m irfraitroctoni 
bytfw WtHfaConipetit hw nei g RapQrt an artvew ncotthittadaBtannanaapatt 
to Singapore Telecom. Corporatised io 1993, m an ranked (he largest company 
outside of Japan in turns of market eapltafisatioa. With S52 HDon Invested in 
62 jobt-wntuM in 21 countries, m ere vrol-pfaKed to mala an impact at the 
f o refront of gfabrit riacomaM ilcadciiB. 

to Baa with our strategy to look beyond on- geographical boundaries for our 
continuing growth, we have vacancies for bnmtoMid Manager and Investment 
Analyst hthehtemat iona lFtoanca&ooptoworfc with the business de v alo pm ent 
team to provkfa financial support far new investment projects. 

Ttolfafe 

You wi provide timely and relevant financial analyses to the Management in Oder 
to asset in the review, selection and development of existing and new investments. 
Ytou wi also handle in-depth financial analyses of new investment opportunities, 
which wil invoke bukfng end analysing financial models. Other roles indude Easing 
with our business urets to assist with the establishment of appropriate accounting 
and internal controls during project implementation, and putting forward 
recommendations to optimise investment restructuring. 

The Requirements 

You shoidd be a graduate in your tele twenties or earty thirties with strong finance 
and economics background, with at least 5 years ' experience in a large consultancy, 
in the corporate finance function of a major investment bank or in the merger & 
acquisition department of major companies. Knowledge of the tetecomnwnfcations 
industry is preferred. You should also be a committed team player with excelem 
interpersonal and leadership ski Is. To succeed, you will need to have initiative 
combined with sound analytical judgement Kid goal business acumen. 

These rotes present a unique opportunity for an independent and mobile financial 


level management support rote. An attractive and competitive sriuy and benefits 
package together with great opportunities for career development within the 
company vril be offered to commensurate with the quafficatiore and experience 
of the successful candidate. 

Please apply in confidence with fufl career details, salary history, and a contact 
telephone manber, together with a recent non-returnable photograph to: 

The HR Director 


25th Storey, Comcentre, 31 Exeter Rood, Singapore 239732 
Fax: (65) 235 301 5 

Email: hropns9singr»t.conusg 
Website: httpJMv^singtelxom 

M<Rfa«KdaklnsriiiEtir31 Jdy W 
WbrerettlB tttt dented candtawi banotfad. 


apore 













ifl i jc: 




Senior Research Executive 

Private Client Investment 

Mature Individual City 

Unusual equity research opportunity. 

THE COMPANY 

♦ Asset management and private client arm of a ♦ Appty bitemadored ■macro' view as wefl as hmmm- 

major intemaooral group. up fundamenol research on indfwfcal stocks. 

♦ Flat management structure, highly colloglate QUALIFICATIONS 

a PP rwch - '•« ♦ ScgraTcanc equity research experience. 

THE POSITION -» Confidence and personality to SO# Hess internally 

♦ Research function key, produng not only overaB and develop relationships wfth significant dknts. 

investment strategy and advice, but also specific + Comfortable in role which is effectively part 
ideas and information to help sdl the services. analyst, port fund manager, part frandal journalist. 


Please send full cv, stating salary, ref LG2QQ230, to NBS, 54 Jermyn Street. London SWI Y 6LX 
Fax 0171 49! 0447 Email nsarfap^nb setoc dn iueojik Tel 0171 493 4392 


Mvrdrcn ■ • Bmarf « Crtl ■ Ctr • MuT * a *P* 


NB Selection 


A BNB Resovos pic con^ariy 


LroVi - London * ■ 


• Sbttfi - Frartfan • MxM - fefe 


NBS 


Financial Services 


ISO 9002 Regsered 




Standard & Poor's Rating; require an experienced Editor for its Financial Institutions Group in Paris. 

You will be responsible lor overseeing all articles prepared for electronic services and print publications, 
notably Crt-drtwwk and its CD-ROM product Credit Analysis Refctetuv Disc (CARD). You will work with 
joaljvts m Europe and. within the ediojml team, liaise with colleagues in other offices, in particular Sew 
York, to ensure the highest content quality, writing style an J design- 

Apart from at least five years' wncmg and editorial expenence. preferably obtained vu a busineWfi nance 
related publication, with English as rfae mother tongue and fluency in French, sou must have a strong 
technological knowledge, including Microsoft Windows. A degree in journalism, or a busi oess/fi nance subiect, 
would be advantageous, as would knowledge of other European languages. 

We offer an attractive compensation package that wdl fully reflect your skills and experience. 

Please write with a full CV and current salary details to: Isadorc Ryan. Editor. Standard & Poor's, 

21-25 rue Balzac. 75406 Faris Ccdcx 06. France. 

A Du-isioM of The McGrjw-Htll Companies 


MANAGER- 
INTERNAL AUDIT 

London 

Our dient. ore nF the world’s lea din g Securities Rnns is 
currently sedsfng an ogo anfa ; indMAfll to Join ft'* 
Internal Audit team based in London- The Internal Atuft 
poop provides Itval support to tbe business units and 

Firm Mana©anenl to da^ wd mamain a high a 

control in a range of technically demanding loeukm* 

To succwd in this highly chaUmgmg and demanding 
eiTTinjfunent. the ucoslu candidate should be keen to 
develop a long term career In die Internal audit 
envlrocinefit and be able to denrawatc the following 
areas of ttshmal etpcrwr 

■ Extensive experience of internal audit within a 
global inwatiiiuit banking environment 

■ Comf&sc financial product exposure such as Fixed 
Income derivative products 

■ Thorough understanding and mtaprctaiion of th? 
current regulatory environment in the world's key 
financial centres. 

In adttovt, dtoukl fulfill die Mowing criteria: 

■ Qualified Chartered AixounCMt with « fc*t 6 para 

relevant post-qualification experience with > 'Big 
Sis' firm 

■ Excellent first de&cc in a bvainess-rebted dbapfinc 

■ EyperioKo of managing highly motivated and 
changing teams 

■ High level exposure to btsowss units and external 
auditors 

■ Be able to dunk struepcally arel creatively 

■ To have worked in a regional lo ca ti on . 

Flexibility, motivation and Impact are of prime 
importance In cktermtamg aioces in this role 

A generous bunking package commensurate with | 
qu^fications and experience is avaflablc To apply; please 
send a covering letter and CV, qureing n£22Q5 tor the 
ResrtxTso Management Team, Asoostts m Advertising 
(AIAI. 5 Sl Johns Lang Lorrion ECIM 4BH Closing 
date 5th August 1998. 

Appbcabons will only be sent to this client, but please 
indicate any organisation to which your details should 
rex be forwarded. 



A position has arisen for a 
motivated individual who will have 
an established history in OTC FX 
Sales, and proficiency in pricing 
OTC FX products. 

The candidate should have a broad 
knov/ledge of all foreign exchange 
derivatives. European languages 
an asset. 




Global emerging markets investment 
management is a key business area for 
OW Mutual Asset Managers. The role of 
Eastern European analyst has been 
recently created and will be a key 
supporting role in the fast-growing 
emerging markets team. 

The position involves: 

■ Bidding country model portfolios 
through extensive company analysis. 

m Working dosely with the economics 
learn to provide macro-economic 

analysis. 

■ Providing Input to the asset aOocation 
committee on both sector and 
country decisions. 


The ideal candidate 

. wm be a numerate graduate. 

■ Should speak one or more Eastern 
European languages. 

■ May have some work experience in 
financial markets." - 

■ Should have an understanding of 
Eastern European. culture. ... . . 

The company 

■ Old Mutual Asset Managers Is the 
UK subsidiary of a major 
international financial services 
group with over US $50bn under 
management 

Please respond in writing to: 

Hilary Wakefield 

Old Mutual Asset Managers (UK) Limited. 

5th Floor, 80 Cheapade. London 

EC2V 6EE 


OLD 

MUTUAL 



This l anding inf miafinnal bank has a strategic commitment to developing its emerging 
markets business founded on die highest quality research and analysis. 


Head a core team of 4/6 oouotry risk 

and inrii refr y ann1ytfs, 

Deliver high quality, strategic research 
and analysis to marketing and credit 
divisions. 

Guide strategic business development 
through ongoing refinement of risk 
evaluation. 


Please send a fall CV & 
Current salary details to 
KP.M Search Consultants 
2-4 Botolph Alley 
London EC3R8DR 


Accomplished leadership and 
co mmunicatio n skflk . 

Seasoned analyst with 3-5 years proven 
experience with a bank, supranational, 
or rating agency. 

Commanding tpehmml dolls 
encompassing full spectrum of credit 
scoring and modeling. 


For the attention of: 
Martin Davies & Roger Parker 
kpm5earch@aoLcom 
Fax: 444(0)171 929 3808 
Tel: 444 (0)171 929 8100 


ACCOUNTANCY APPOINTMENTS 




Fixed Income Product Control 


Tokyo 


$ Excellent Package 


Our client is one of the world’s premier 
investment banking organisations, 
headquartered in New York and with 
Operations worldwide. Due to the repositioning 
of their Asian business, they are seeking a 
high calibre professional to manage the 
Fixed Income Product Control function for 
the Asian region, to be based in Tokyo. 

Reporting to the Capital Markets Product 
Controller in Tokyo, this position presents 
an excellent opportunity for a professional, 
experienced candidate to manage and add 
value to this function across the region. 


Supporting the Fixed Income business from a 
financial perspective, the individual will have 
managerial responsibility for daily profit and 
loss production, analytical and risk reporting 
surrounding this and monthly reporting on this 
business area. 

Candidates should have a thorough knowledge 
of the fixed income markets from a product 
control perspective, have strong technical skills 
with extensive experience within foreign banking 
and brokerage industry. Particular product skills 
will include a strong knowledge of fixed income 
derivatives and capita] markets generally. 


The individual will be a strong manager and be 
diplomatic In dealing with the cultural issues 
which may arise In such a position. Most 
importantly though, the candidate must have 
excellent interpersonal skills, a high level of 
professionalism and be able to liaise 
confidently at all levels within the company and 
on an International scale. 

The person must be committed to being in 
Tokyo and developing the business there for a 
significant period of time. 


The ability to speak Japanese fluently would 
be an advantage, however, more important is 
the candidate’s commitment to the Tokyo 
operation on a longer term basis, which 
is essential. 

Interested candidates should forward their 
curriculum vitae In confidence to Janies 
Rushworth at Michael Page International, 

50 Cannon Street, London EC4N 6JJ, fax 
0171 329 3426, telephone 0171 269 1848 
or e-mail: jamesmshworth@mlchaelpage.com 


Michael Page 

INTERNATIONAL 

Australia . China • France . Germany - Hong Kong • Italy - Netherlands • New Ze a lan d . Spain - Singapore - UK • USA 



Committed to quality, s] 
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Outstanding opportunities with the world leader 

UK and Germany 




OE Capital i\ the world's Lugni .ukJ root wusdid rlrieisifii.nl financial 
services mmpjm. generating more dun -liri nf Gifs nrf.il gJoh.il revenues. 
Kirvuisiiiijj European earning in excess of Slliillirm k die year 2iNRt. 

CE rapii.il acquired "Hi Eutnpc.in lur-ini-sses i luring l!W7. tn.-iiiuoiniiig a 
cnnsulvni annual ••ninth rale < ■( more ilian ‘Ilf"'. 

OF. Capital's pcifnrnunce is Fuelled In an unvielditig commitment to GE's 
cole values, inciiirfing an open, ■fninmic culture tit.it cm wages qtuilitv. 
sjjrtxi ocativitv ;md a hatred ol bureaucracy. Ik mcriincrnir environ mem 

provides an escejrtHin.il k-.imiiu; nppnnimitv nliere success js ren.urled Ivrth 
fin.ma.illv and l«v rapid pmnurfiun and iinliihlu.il;. are ahle in nunc across 
husiness jiiiI hJiklioiul bxiirttrivs in develop I heir career inicnuiiutullv. 

OneofGF. Capital's r:Mtst-jpmtij; Funipe.ui Ihniwmv. Cmiuiliiliiel 
Fin.mci.il Insurance iCFII provides niJie insurance sets ices. t-ipruring inr.rc- 
than -Hl’t oi tile L ; K nurkl since it wn> liiunded in Itilri. Coi until led loGE's 
drive for Six Sijjma i|iulitv C.M's cuntinueij gioivih has aeattxl a numlier nl 
iippntiimiiies Inr iii^lilv-mutriaied fiiunce pn 4es«iunak keen to jnnsue a 
arciT vvuhtn GF. 



Senior Financial Analyst 

Working doselv with business leaders, reviewing product and operating 
jierfhni!.iiKc, leading strategic reviews aid quality projects. London-based, 
requiring leadership skills and a professional finance qualification combined 
with 1! rears' cn mme nil I experience. 

Financial Controller, Germany 

A high-profile njle. central to the success of CFr s developing German business. 
Working close K' wuh openukunf and sales teams, developing the systems 
netessan- for winning anrl retaining lxtsinecs and dealing with reporting, 
fiirecasiing anti budget mg kvucx. Flucncv in German and English essential. 

Operational Finance/Process Improvement 

(Qualified .Voamitani required for finance role requiring a changc-oricnuicd 
mindset and the abiliiv to initiate, lead and drive finance-related quality 
pnijens within GFI. Based hi the European Centre in Lundon but woiking on 
pan-Fitropean basis. Substantial travel 

Financial Analyst 

Newlv recently qualified ACA or equivalent. Providing analysis and 
accounting support to the Controller and senior management on a range of 
financial, systems and quality projects as well as the provision of monthly 
financial inlbnn.it km. London based. 


Candidates for all these positions should possess excellent tpehniral and 
com municatio n skills. In particiilai; they must be open to change, committed 
to excellence and possess high levels of enogy, ambition and enthusiasm. In 
return, the pertential rewards in GE*s global meritocracy axe outstatidflig.-' 
Success in these roles could lead to exceptional career oppommities anywhere 
within GE's global operations. =■ .. 


Tb apply please post or fax JtosrCV quoting riTr^lJyiii^tp | till lift nut ill 
salary package, to oar rehlnrf owa ull^ AldcfiriA r/^ nl i i ^ i ■■ 

95 Fetter Lane, London EC4AOEP. Eki <+44) 171242 356<F:Xfar more - 
infomation please can (+44) 171 242 9191 (weekdays) or.(+44) 14S0 477457 
w (+44) 171 ©4 568S (evenings and weekends). Any CV sent direct to 
CE Capital wiB be fbnnided to AMeneidk Caansulting Ltd. ■ ^ 


- Trademark of GmM BtcOKCompa** USA. nbkh n not 

cpraac^m&xtB^hham^ela^atrn^ . 


GE Capital Consolidated Financial Insurance 


G£r8aaaq8alhpp«tBiBlfeaplofac 



Works 


The FT IT Recruitment section is also available all week on www.FT.com 
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Finance Director 

High Growth Pharmaceutical Group 


cS f !t le i n j° m e . Coun ties Six Figure Package 

the last decade. It g naw rJ A,. fas experienced a. period of a m crt Mit , rapid growth over 

UK KMm^, fa »- -™° St p J ** » i iwrm kal groups indie world, e m plo yin g over 22JXO people. The 
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Taxation Manager 


Paris 


Our client is one of the largest companies to 
the world dedicated to providing computerised 
transaction processing, data communications and 
information services. They continue an Impressive 
expansion record and have undertaken a number 
of important acquisitions in Europe resulting in 
worldwide turnover approaching US$5 billion. 

The global taxes team is based in the US with key 
personnel throughout Europe. They wish now to 
recruit a Tax Accountant (Manager level) to be 
based in the Paris office. 

Reporting to the VP, Inte rnati onal Taxea the rote 

wm Include: 

♦ Review of tax returns prepared by French entities. 

♦ Assisting in the development and implementation 
of the accounting and tax systems. 

♦ Tax planning and advisory work on transactions. 

♦ Effective communication aid attendance at 
management meetings. 


FF Excellent 

Suitable canddates are likely to be trained 
accountants with 35 years tax experience. You 
should have an underatamfing of both French 
accounting procedures and of the impact of taxes 
internationally. 

The position requires excellent communication 

skills as well as the ability to converse fluently In 

French and English. 

The role offer s a high degree of autonomy In a 
dynamic business that is growing by acquisition, 
and offers a stimulating varied and rewarding work 
environment. 

If you are interested In this position please send 
your CV to Charles Ferguson at Michael Page 
Taxation. Page House. 39-41 Parker street, London 
WC2B 5LN. or telephone him on +44 (0) 171269 
2244. fax +44 (0) 171 831 6662. 
email: charlesferguson&uichaelpage-com 


Michael Page 


TAXATION 

Australia. China. Bomce-GqinanY. Hong Kaog« Italy. Nctbcrtands- New Zcolrort. Singapore- Spate- UK- USA 



Finance Director 

Nr Bristol to £55,000 + Car + Benefits + Relocation 


Our client, a mufosite retailer with a network of over 
90 stores nationwlde, is a wed known household 
' name. The business is a wholly owned subsidiary of a 
leading multinational Pic and has made healthy profit 
contributions to the group since it was acquired in 1979. 
Group turnover In 1997 was In excess of £4 Milan. 

Reporting to the Managing Director and, functionally, to 
the Divisional finance Director your main objective will 
be to provide sound financial and commerdai support 
to senior management and to maximise company 
profit s and optimise cashflow. You wffl direct and lead 
a 100-strong team ami win be constantly striving to . 
-add value and enhance the performance of the finance 
area, building on exfstingieveis of financial control and 
exploiting- MIS capabilities. - - 

You wHt manage the consolidation of half year/year-end 
results, assist In the business piaiming process and ■■ 
prepare financial appraisals for any new projects. The 
role will also encornpeaa some general administration * 
duties.. 


A professionally qualified accountant with no less than 
five years post qualification experience, you will 
currently be based within the retailing sector and will 
be accustomed to a fast paced ‘change’ environment 

Capable of taking and influencing commercial decisions 
in a demanding business, you wiH be self confident 
operationally focused and a deer communicator, at 
ease with building key relationships outside of finance. 
A proven man manager with developed coaching skills, 
you will have experience of guiding and managing 
people at ail levels and will have a high degree of 
systems literacy. 

In return, the group will provide excellent long term 
career progression. 

interested candidates should apply In writing enclosing 
a curriculum vitae to Kathryn Roberts, Michael Page 
Finance, 29 St Augustine's Parade, Bristol BS1 4UL 
fax 0117 927 6509, quoting reference WNTN. 
email: kathr yn r o bert sC michaelpage.com 


Michael Page 
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Financial Controller 


\ I ‘ I l( H I 1 


GE Power Systems is a worid leader ip the design, 
manufacture and service of gas, steam and 
hydroelectric turbines and generators for industrial 
power providers in over 119 countries. 

As port of General Electric Company which generates 
revenues of $90 billion and employs some 270,000 
people worldwide, GE Power S^tems reached record 
revenues in 1997 of $7.5 biltion and invested more 

.irer. $250 mini nm in programmes, joint ventures and 
acquisitions to meet growing customer needs in an 
increasingly competitive deregulated energy industry. 

GE Power Systems is supported in Europe by the 
Apparatus Service Division based in Basildon, a 
centre of excellence fully equipped to handle the 
repair, service and support of GE Power Systems 
entire installed base of high technology power 
gen eration hardware. 

As Financial Controller, reporting; tothe Finance 
Director GE Power Systems Europe, and as a leading 
part of the management team, responsibilities wfll 
include:. 


• Providing critical commercial support to the 
Site Operations Manager. 

• Full fiiranrial control including financial planning 
and analysis and treasury. 

• Proactively develop die relationship with 
US Headquarters. 

• Deputise for Operations Manager. 

The ideal candidate will he a graduate-calibre 
qualified accountant who can demonstrate a strong 
commercial and operational track 
with the ability to thrive in on 
and most acquisitive m 
who have worked in 
environment wDl 
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NSPCC 

Head of Finance 


Central London 


c £40,000 


The National Society for the Prevention of Cruelty to Children (NSPCC) la the UK’s loading charity specialising hi 
child pro te ction and the prevention of cruelty to cUdran. The NSPCC has an annual Income of over £50 niflBon 
and, supported by the generous efforts and contributions of thousands of people across the couitry, provides a 
wide range of services to 6,000 children every day. 


The Head of finance has a central role to play in the 
continued success of the NSPCC, managing a diverse 
range of financial activities at a time of increasing 
demand for child protection services and the launch of 
the biggest appeal in the NSPCC’s history. Reporting to 
the Director of finance and managing a team of 16, the 
main responsibilities of this key post are: 

♦ Playing a lead role to ensure compliance with all 
external reporting requirements (e-g. SORP and 
subsidiary companies). 

♦ Promoting, monitoring, maintaining and improving 
flj*andal management systems. 

♦ Analysing and int e rpret i ng actual financial performance. 

♦ Providing forecasts and projections to accurately 
Identify the Implications of both current and future 
NSPCC strategies. 


♦ Ensuring that effective accounting and control systems 
are In place. 

The successful candidate will be a qualified accountant 
with proven experience at senior management level. 
Excellent interpersonal skills and the ability to manage 
peopla effectively at a time erf change are essential as 
is a hands-on approach. An understanding of the 
Charities Act 1993 and SORP requirements would be 
an advantage. 

Interes te d candidates should write, enclosing therCV 
and details of current package, to Matthew Monts at 
Michael Page Finance, Page House, 3941 Parker 
Street, London WC2B 5LN. Fax 0171 831 6293. 
emaib matthewnKHristfrnlchaelpage^om Please 
quote ref 425074. The NSPCC Is committed to equal 
opportunities. Registered Charity Number 216401 


Michael Page 


FINANCE 


Treasury Manager 


P.ukauv n> .iin.u ! ihc Ik- 


GE. of the United States of America, is one of the 
largest and most respected companies in the world. 
With revenues of more than $90 billion last year, it 
is an international leader in each of its 12 businesses 
from Medical Systems and Lighting to Financial 
Services and Aircraft Engines. The group co-ordinates 
its European foreign exchange and cash 
management operations through a centralised 
Treasury in London, one of the largest operations 
of its type in the country. 

The FX Consultancy Group was established in 1998 
to provide value added strategy support to GE’s 
European industrial businesses. Progress is excellent 
and we have ambitious plans for the future. 

This is a high profile role interfacing with business 
CEO's, CFO’s and Commerdai Managers delivering 
support, guidance and recommendations on foreign 
exdiange exposure and risk management. 

The visibility of this role ensures that progression 
need not be limited in Treasury or mainstream Finance. 


GE is commuted to recruiting, developing and 
retaining the best global brains to ensure its success 
in the 21st century. This job is an excellent 
opportunity for a successful 'A' player to join us. 

Suitable applicants trill be g radua t es with 
appropriate profession ai qualifications and a 
minimum of three years treasury or banking 
experience. Key personal characteristics wfll include 
a passion for excellence, selfconfidence with good 
communication skills, leadership and^ S B feSK i K ^-r^ 
Whilst a second European J as y^ T^pldj^ *n»a, 
advantage it is the stxeE^hfol'p ty afeik ^ ^lhaiiriD 
differentiate the successful' 


If you are mtej&ffedjff 
telephone our 
or write to hpn 
Treasury, Pbge 
London 
e-*na 
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FINANCIAL DIRECTOR fTSE Top 20 plc 

Salary £100,000+, Ronas, M3/M4 

Excellent Benefits & Gmmas Share Options 

a rTHiW£ 1 00 mflllons, fast grtywing subsidiary ofa top PLC with a reputation for excellence. 

• THE TASK is to provide a commercial perspective to the operating board whilst managing 
fast growth and the acquisition and Integration of companies. The respons&Hity is to ran the 
sizeable finance and credit departments efficiently and professionally and to produce management 
-and financial in fo rm a t i on with crystal clarity and great accuracy. 

• THE REQUIREMENT is for a qiaJffied accountant, preferably from a blue chip business-to- 
buslness environment, who can demonstrate commercial, managerial and financial success. 
A self starter with energy, commitment and excellent interpersonal, negotiating and planning 
skills is essential. The ability and ambition to run a business in a few years would be an 
advantage. 


Write in confidence, endosing a Curriculum Vhaa 
and details of current remuneration package,, 
quoting ref; 78578 to: 


TYZACK 

SELECTION 


Ttzaoc Sbkhion. 8 Hauan Sntor. LomjonW1N6DJ. Fax: 0171 6315317. E-maft «yiidc jrt e m' o n O»ccord|rot^xocxuk ' 
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Substantial £ six figure 
salary + bonus & options 


Global Media Group 


London 


Chief Financial Officer 


H — 


Exceptional opportunity to join a market*leadlng Nasdaq-Hsted global media company w 1th a market 
capitalisation of some 5750 mBIion. Pivotal role at the strategic and commercial heart of a bu sines s, 
headquartered in London, which k active worldwide. Working closely with the Chairman and CEO of 
this dynamk group, providing fhst-dass financial support for further rapid growth. 


THE ROLE 

■ Reporting to the Chief Executive; playing a key 
business and commercial leadership rale within the 
top team of the group. 

■ Making a significant input to group strategy; 
handling integration issues from past and future 
acquisitions; providing fart-das communications 
with the external financial community. 

■ Directly responsible for a small central finance team 
and fully accountable for the functional quality and 
performance of the finance teams rn each business 
unit. 


Leeds 0113 230 7774 
London 0171 298 3333 
Manchester 0161 499 1700 



THE QUALIFICATIONS 

■ An accountant or MBA with flrst-das intellect who 
has run an exemplary finance function, preferably in 
a dhriaonaKsed structure with autonomous business 
units. Familiarity with US GAAP an advantage. 

■ International commercial and strategic experience 
including the USA and Continental Ewope; ideally 
from an industry built on intellectual properly and 
creative skills. First-dass communicator Inside and 
outside the company. 

■ The cultural fit is vital: informal entrepreneurial 
non-bureaucratic and non-hierarthicaJ. A true team 
player with a strong and robust personality, capable 
of thriving in a fast-changing and exciting 
environment. 


Hint i*pty with fufl dvtaBs ter 
Selector Europe, Ref. TJV/2CT8W/7S. 
KCMWuglUPlMt 
London W2 2H> 


c £90,000 package 
+ excellent benefits 



Burmahcastrol 


Swindon 



Finance Director 


totemal promotion provides a superb oppo/tonhy to Jout 

finance Directs of dm Construction Chemicals business, ah^ pnfoMeirt^ 

turnover business targeted tor rapid growth. 

management comaitiee of a servke^ed Industrial business. ExxOttf group career opporaeudes. 

THE ROLE THE QUALIFICATIONS - 

■ Report to the Managing Director and a key ■ ^ ■■^nniSSw'S j 

member of the Executive team making an active excellent 
and broad contribution to the strategy and 

development Of the business, mduded operating company and .deafly 

transnational experience. 


■ Provide direction and advice to the 27 operating — Analytical ability and commertia) acumen to 

companies worldwide with dose links to the interpret trends and Issues in a service and suppty 

group, in particular corporate treasury, IT and diam-led business. Experience of dealing with 

supply dwin functions. remote business units. 

■ Key member of the Executive team with ■ The presence and «fd>ority to ieadjnyd 

responsibility for the identification, evaluation. communicate at aB levels, wrttun dinerem 

completion and Integration of International cultures and with d»r potential for career 

acquisitions. advancement Prepared to travel. 


Leeds 0113 230 7774 
London 0171 298 3333 
Manchester 0161 499 1700 



Mum reply wWi fuB Mtaifc ter. 
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Extend our success across the 
Channel 



European Accountant 

£35k - £45k + excellent benefits 


Hiscox is one of the most respecred and successful 
insurance groups at Lloyd's. We have a grass premium 
income of over £440 million and ao outstanding 
reputation. To build on these advantages, we are 
expanding inro Europe and need you to cake rapoosbility 
for the financial accounting of our new offices in Paris, 

Munich 3n.l A uwn m lj m 

Repotting ro our Hnandal ControQei; you wiD prepare 
the offices' statutory accounts and regulatory returns, and 
take the lead in developing and maintaining our Son 
Accounts general ledger s y st e ms, which cover expenses 
budgeting, recording and monitoring procedures. There 
will also be some fascinating proper wait. 

If you are a resuhvoriemed Accountant, you will tdisfa 
this opportunity to make your presence fek. The right 
ifaillinn you will often work to, call for flexibility, self- 
discipline and close attention to detail- You must be 
qualified and have a strong financial accounting 
background encompassing a good knowledge of G/L 
systems, fi nanri a l modelling and repotting MS office 
or a similar system. If you have general insurance 


experience then so much the better. It would also, 
obviously; be an atfvamge if yon were Sueur m French, 
German or Dutch, especially as you will regularly tend to 
all three of European offices. 

As you would expect, we are offering excellent rewards. 
They indude BUPA, a non-cantribouxy pension plan, bee 
sports dub m embentap and a dissr aiuuar y bonus. 

So, if you are ready to extend yoor success across the 
Charnel wxh us, please 9end your CV and ament salary 
details, plus a hand-written covering letter to Sally 
Colliosoa, Human Resources Department, Hiscox 
Insurance Company LrcL, 52 lea den hall Street, London 
EGA 2BJ. The dosing date is Friday 24th July 1998. 

HISCOX 

INSURANCE COMPANY 


IT Audit 
Manager 


Central 

London 


£50,000+ Car 
+ Benefits 


Finance Director 

Outstanding MBO Opportunity 


WALKER 

HAMILL 

103 - : 0 " lor::". :i Stwi 
St. |..:noO> 
i.orAon SW I 'i <'[-!*: 

10 : ■!:"! S ' 11 4444 
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EMI Music is one of the world's leading 
jnusdcgrcajps with a truly global spread of 
businesses and an outstanding portfolio of 
superstar recording artists including Blur, 
Radiohead and. Robbie Williams. The 
group is now highly focused with a 
dynamic management team committed to 
maintaining the group's market position 
in the world -wide music business. The 
company culture is fast-paced, competitive 
and highly entrepreneurial 

The London based head office is now 
seeking to appoint an exceptional IT 
professional to its corporate audit team. 
Reporting to the Senior Director of 
Internal Audit, USA and Worldwide 
Information Technology, the role has 
primary responsibility to provide the 
business with candid, objective and 
accurate reporting of the status of IT 
controls and system development projects 
worldwide, including thorough detailed 
analyses and specific impact driven, 
value-added recommendations. The role 
will span all business activities and 
provide exposure to the company's 
worldwide operations, with np to 75% 
international travel. 


The opportunity will appeal to an 
outstanding graduate IT professional 
possessing an MBA/CISA or other 
finance /accountancy qualification. 
Candidates should exhibit a good working 
knowledge of AS/400, UNIX, Client 
Server and LAN technologies. Essential 
attributes include the ability to liaise with 
senior management coupled with 
outstanding verbal, written and 
presentation skills. The successful 
candidate will also be required to 
demonstrate strong analytical and 
problem solving skills, the intellectual 
capacity to generate, absorb and apply 
new ideas and the ability* to execute 
practical business solutions. Applicants 
must be capable of working within a 
creative/artistic en vir o n ment and have a 
hands-on, relaxed but professional style. 

In addition to an attractive basic salary, 
benefits will include a company car. 
Central London parking and and a large 
company benefits package. This is an 
outstanding opportunity to develop an 
international business career with a world 
class company. 


Interested applicants should write to or telephone, in the strictest confidence, 
David Craig or Justin Dunner at Walker HamiU Executive Selection, forwarding a 
brief tesixml quotin g reference DC4635. 


Rapidly Expanding Retailer 

c£70A)00 + Car + Significant Equity Stake 


Northwest 


Our client is a successful, rapidly expanding and 
highly profitable discount retailer operating in the 
North West. Continuing growth and ambitious 
expansion plans have created the need for an 
articulate, highly professional, clearly focused 
Finance Director who can join the Board and help 
achieve flotation within three years. 

The role has a broad commercial remit including 
responsibility for IT strategies together with the 
development of rigorous financial controls and 
reporting sy stems. You will work c 

Chief Executive and the other members of the 
management team in planning and developing the 
business both organically and through new store 
openings and acquisitions. 

Your ambition and enthusiasm will supplement 
first class communication skills, professionalism 


and integrity. Adept and confident in managing 
change, you wfll be a qualified accountant, probably 
mid 30's upwards and you must possess an 
exceptional record of achievement in a retail or 
trading environment ideally with a major 
household name. Experience of corporate finance 
would be a further advantage 

This exceptional opportunity provides excellent 
career prospects and, by including a significant 
stake in the equity of the company, the potential 
exists for considerable capital growth. 

To apply, please send your CV in confidence 
quoting ref ere n ce 7070 to Stuart W J Adamson FCA 
at Adamson & P artn ers Limited, 10 Lisbon Square, 
Leeds LSI 4LY. Tefc +44 (0) 313 245 1212. 

Fax +44 (0>U3 242 0802. 

E-Mail shurtadamson@adamsons^oizi 


Setting standards ■■ 
in analytical science 


Finance Director 

/ South West Lomfon 
Negotiable salary & equity potential 


Adamson & partners 


International Executive Search & Selection 


MANAGEMENT TEAM 


Attractive Package 


SECURITIES INDUSTRY OPPORTUNITIES 

A rapidly growing and prestigious subsidiary of a leading Wall Street Investment Bank with an enviable record of 
achievement based upon unrivalled customer service is looking to increase its management team. The 
organisation is the pre-eminent UK supplier of brokerage and investment management services to institutional and 
private client stockbrokers; undertakes nearly 14% of the transactions on the London Stock Exchange; provides 
PEP administration, nominee, stock lending and cfiscount brokerage facilities. 

Opportunities now exist for 3 dynamic inefividuais. You should be organised and efisdpilned, have a good 
in-depth knowledge of the financial services industry, proven inter-personnel skills and an ability for practical 
problem solving. First class control and management reporting skills are essential. 

■ MANAGER DIVIDENDS. Responsible for processing dividends for a large number of clients. The 
ability to create and maintain an efficient and controlled environment through strong leadership and 
technical stalls is paramount. 

■ MANAGER UK SETTLEMENTS. Primarily CREST settlement. A leading department within its 

• field wishes to further improve performance through enhanced procedures, controls and leadership. 

■ MANAGER CLIENT LEDGER CONTROL. Accountancy background could be advantageous. 
Innovative with strong analytical stalls and the ability to oversee project development 

If you believe you can contribute to the profitable and controlled growth of our business, please write and explain 
how you meet our requirements and enclose a CV that highlights your relevant achievements. Applications should 
be addressed to; 


Box A6180. Financial Times. One Southwark Bridge. London SE1 9HL 


Laboratory of the 
Government Chemist 

Queens Road 
-redtinstan 
Middlesex 
1W11XY 

Tet 44(9181 943 7000 
FacMffQIBI 943 Z767 
Web: htrpSWwwJgtxo.uk 


f LGC is the UK's leading provider of chemical ami biochemical anal) sis. 

' research and consultancy to clients in the private and public sector. Fallowing 
' as MBO in 1996. the company has exciting {dans for growth from ils current 
£20M pa turnover. 

' Wc ere seeking a commercially focused Finance Director to join an 
expe ri e nce d Board and enthusiastic and able management team. Reporting to. 
and working closely with, the Chief Executive, your key tasks will include: 

. - . • provufiqg board level expertise, analysts and guidance on all financial, 
corporate plaining and acquisition issues; 

•_ basing with institutional investors, managing banking relationships. 

taking responsibility for legaL tax and contractual issues and overseeing 
- compliance with corporate governance standards; 

• .c na m iu g that die finance function responds to the needs of this rapidly 
. . developing group through provision of timely information on which to 
' “base business deciskws. 

Candid a t es should be of graduate calibre, with an accounting qualification 
and have had experience at, or near, board level. Used to working with 
professionals, preferably in a technology-based company, you will lead in the 
culture change process involved in the rapid expansion of a science-based 
service organisation which was previously part of government. 

Ess e nt ial personal qualities will include energy and enthusiasm with strong 
le a der ship and motivational skills. This is a key appointment and will appeal to 
individuals who wish to contribute to the rapid development of a dynamic 
company and to obtain an equity stake in h. 

Please send a full CV with a cover letter to the Chief Executive. 

Dr Richard Worewick, or the address opposite or direct fax: 0181 977 0741 . 

LGC is an equal opportunities employer, 
analysis • consultancy • validation • research 


Snr Accountants: A career change? 


APPOINTMENTS WANTED 


Appointments Advertising 


seeks m&Mafooteag wk p»mail*1j Amoicn or mm u 

Mexico la c^inUie an pntau experience. 

r A qualli wi. raufatmyl ind dromie. One xtetwed m 


O*7o**y btac rfup u W o n il iCTMl WE* 1 * 1 *^ 
Bm Aft W. FrouaiJ Tints 


appears*! the IW edttlor awry Wednesday * Thursday and In the International 
edition every Friday. For information on advertising to tUe section please cafl 
Ben BonmyJsmen on 0171 873 4015 


Cbo SMfemL Bifcfec 
LandtinSEI 9HL 


Financial Times 


Business 

Consuftarrts- 

RnanctaJ 

Software 

Ourcfient te a US based market feeder hi die provision of financial, management reporting, 

a l La budging and performantromaasirsrneraanatytiesnfh^^appgrtafaTng 

As] part of thefr continuing programme of expansion, they now seek a number of experienced 
finance r to work as Pre-Sales Business Consultants dfoeetty with clients in the 

UK, and based hi London, intemationaly, via a network of cfctributors worldwide. 

London 

KayreaponsMBeswiH include: 

• To provide consultancy expertise to enhance cherts’ business processes 

• To support the safes trams to ensure effective defivery of software solutions 

• To btild and deftver customised demonstrations to exceed the expectations of cfems 
To represent the company and its distributors at specific national and international 
marketing events 

iq? to £70,000 
package 

"Hieseroles offer a genuine opportunity to enter the IT industry at a senior level. You wiB be a 
qiaWed accountant, and have gained a irinfcnum of five years* commeirfal accountancy 
empale, a targe corporate environment vrilh multiple cost centres. >tou wffl be highly 

"??**** dBv etoped excellent verbal, written and formal presentation skifis. 

You ww also bo able to demonstrate proven experience of Influencing cfents. 


The rotes working with efistributore win provide a significant opportunity tor international travel. 

Hoggett 

Bowers 

JntarasaK* eandkfetos should write with fid CN, quoting ctvrantimnfe package to 

5^^«A^T < ii 09y ^ cace ' Sowers, 28 Essex Street, London WC2R 3AX, 

Tefc 0171 9708600, Fax: 0171 936 3974, E-Mwfc NMpsdcauk quoting ref: LSQ/1759MT. 

txecuuve bearch ^ 

and Selection w 


WVI 1 ansteanoru 

Pzut of the PSD Group 
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POTC,ftl ^ A bUU °° * * PXOdDO, W 

coasumed each day in 192 countries around the globe. 

CoefcOjb Beverages (03) is the acwty formed antfwt- boukrfor Ca»T»l and 
Stock Exchange. ' 

• F 01 ^ ituKwativc growth strategy, CXB is now looking 1Q rrcrofr exceptional 

flnance pro CeaatoMlg for tbeir Vienna tased Operation Review function, IHesc highly 
coubk^M entry-level rote, win iocoipome a significant amount of travel and provide a 
unique insight to the Eastern European marled place. 


. .With exposure to the whole business, it is do surprise Uui senior manapemeot refer to 
itaht upp or m nlry as an ‘MBA fa Coca-Cola'. The organisation win be looking to tavHvMnals 

within this highly visible group to form the basis of their future Financial and 

n p w a t l aml Mm gwitfm 

Opportunities currently exist for ambitious accountants with up to four yean* 
post -qualification experience, ideally gained In deber operational consultancy. Internal 
audit or a "Big six* firm. Strong presentation, analytical and comm uni cation skills 
in cooi b totfcm with cultural flexibility and a drive for results arc essential for these high 
profile roV=s- 


Hnency In a least one other European tangna ge is cssmaaL Applications from Italian, 
German. Russian and/or any Central European lan g uag e speakers arc particularly encouraged. 

If you wish to wake a significant contribution id a dynamic business which is poised 
for rapid growth, please contact Andrew Shestopal or Janet Arnold ACA at 
Robert Writers Associates, 10 Bedford Street. London WC2E 9&E. Tel: 0171 915 8816. 
ftuc 0171 915 8714. 

andrew.ahestopu Wttdim w a l tcrs . roni orfanc«jarnold» r ol> ci r waU«.iA eotn 
Web: hapt//wwwjobartwait«Tsxom 

You oh)- also apply via bttp^Aapimm/Boheit.Tabas quoting reference RWI2S. 


■’ t ' 


ROBERT WALTERS ASSOCIATES 
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HOMO (ami 


i t l i m. i n n 


HEAD OF FINANCIAL REPORTING 


FINANCIAL SERVICES 


BIRMINGHAM 


• De mandin g position key to Finance 

function of a successful and profitable major 
pic within the Financial Services sector; as it 
rapidly moves to the next stage of its 
development. - - _ 

• New rote, reporting to Finance Director; 

to develop dK tptal organisation's financial ' 
accounting and to creatc the finance' 
infrastructure to support the chang in g 
business. . _ — — 

• Managing a .<111311 hi gh quality rram, the 
role has scropg external focus wtth response 
bflity for liaison with regulators and external 
auditors. Will also be responsiblelbr managing 
special projects including joint ventures. 


apply In ni ilfl^g ipiriq g r rfeww 1&7R 
• ' wirfi Ml ff f Pfr ifld riBy ( jfwffr t p; 

- James Thome 
WhhtbMd Selection ' 

. 4 The Gouxtyxitl, 707 Vtewick Road 5aHmH B91 3UA 
. TH: 0121 709 0909' fta: 0121 709 0*79 


c -£75,000 + BONUS + BENEFITS 


• Graduate qualified accountant. Proven 
record of success at senior level gained in a 
progressive, fast moving organisation within 
the financial services sector. Must have 
experience in insurance and operating within 
a regulated industry. 

• Ifeam oriented, capable of bufldbig 
crcdibiHty quiddy and developing • 
relationships at all levels both internally and 
externally. 

• Highly energetic and motivated. Powerful 
intellect and innovative problem solver but 
pragmatic with a wealth ofcommonsen.se. 


Whitehead 

SELECT I 0 \‘ 



GROUP MANAGEMENT ACCOUNTING MANAGER 


FINANCIAL SERVICES 


SOUTH BIRMINGHAM 


• New rok: at the centre of die Group Finance 
function of a successful and profitable Jonrulti- 
hilli nn pie, currently nmfeiyHn g ej gnWranr chang e 

to give It dear nradcct leadership within its sector 
of the financfai services Industry. 

• Highly commercial position providing proactive, 
customer driven advice, analysis and service to the 
Board and throughout the Group, influencing the 
organisation beyond the traditional remit of the 
finance function. 

• Reporting to the Group Hnance Director, 
icsponsMc for the management of a small 
high quality team, and for the development of 
budgeting and management reporting systems 
ap propr ia te to best practice performance. 


Flogesppfr fa writing quoting ( cfacncc 1679 
wixb full career uxj stony ticnUs UK 
Jones Thome 
W hi t eh ea d Selection 

4 The Counyiid, 707 Wfawicfc Rood, Sattmfl B91 3DA 
Tck 0121 709 0909. be 0121 709 0479 
www.wMa hra d faycti onxo.ufc 


c.£75,000 + BONUS + BENEFITS 


As a member of the senior finance team will abo 
contribute to the overall finance str a tegy. 

• Giaduaie qualified accountant with experience 
gained in a group operating sophisticated controls 
and Information systems. This need not be in 
financial services but candidates must have the 
flexibility to move sectors and understand the 
dynamics of a new industry. 

• Progress i ve leader and manager with wefl 
developed influencing skills. Capable of quickly 
building rapport and reputation throughout 
the business. 

• Pr efe r en ce for working within a team based 
organisation. Strong service ethic with high 
degree of commercial acumen. Aide to make 
thipg c happen. 


Whitehead 

SELECTION 


Ai faWnn ofWhrahndil— UH. 

H Mulm d HmcGiayWt miH 


To £70,000 
+ bonus & benefits 


Global Service Business 


West London 


FINANCE ADMINISTRATION MANAGER 

West Africa £40k + Excellent Expatriate Package 


C?urdewhMlni»fT nt k3t Bl otiif ia dMi^aryutattonof 
bdrg the premier provider ofa range of services to the. 
offshore marine markets. It now wishes to seek an ambitious 
' and mfoa fc qutified ae c BUn aw c to head is finance and 
admWnraxfon function of taWfesrAfritan operations. 

Rapordns tp foe General Manager for Vfat Africa, the 
successful e an tfehte be d* troche provider of accurate 

Accountancy AdmWnration and lj. rotations for the 
Operational Managers of the region. You vriO aho be 
responstte far a smaB team who provided tbs finmeeand 
m anagem ent Information for the Head Office, . . 

A* the prospective candkbee. you wffl have had the experience 
of wortt* overseas, and have a reafedc undersandfcgrfthe 
dnMeoges that arise from wortoig and fivbtg in harsh 
environments. IdeaByyou wiH haw had exposure® the marine 
sendees industry or contracting and have the essential (puffy of 


kb expected data! 
programme wi be 
Africa and embarking on i 
oqardlng oi pfad oit 

This company offers a fid and 
package which indudes 80 days annual 
several return home, transportation 

Our diem wl be ansndhg knerdews in the .LHC 
July 1 996, ro inttfestedappfeano please reply 
promptly co 

Michael Jones at MMwel Warwick Nidrolk, 

• Ludgats Home, 28 Ludgatie MB, 

St Pauk Square, Birmingham, England 83* I DX 



' Restructuring and sostalnod rapid gm**th has created an opportunity for a commercial and mature flwnot 
pr of e ssi onal to Join the tenior management team of the printipal £400 mWon turnover UK operating company 
ofthh $5 bODon International quoted group. Stretching remit to maintain and enhance the financial 
management infrastructure as the group builds on to market-leading poshhn end im pro ves margins. 


THE ROLE 

■ Managing and developing further a sizeable and 
established finance team and creating a ftrst-dass 
costing, financial management and performance 
monitoring function. 

■ Working dosely with the UK MD and Group CFO 
in identifying, evaluating and delivering major 
Initiatives to enhance margins In a business with 
mature established clients and a highly 
fragmented potential marketplace. 

■ Operating as a member of a dose-knit team, 
serving the operattona By-focused Board to ensure 
delivery of growth in profitability and market 
share. 


THE QUALIFICATIONS 

■ Mature and confident graduate accountant, aged 
30s+ with excellem financial control, costing and 
project appraisal skills gained from a multi-site, 
contract-driven business. 


Highly IT literate with sound commercial acumen 
and high energy levels. Capable of contributing 
to strategic debate at board level. 


Filst-dass leadership and interpersonal skills. 
Pragmatic and down-to-earth with a sense of 
humour, able to manage and motivate a 
sizeable, diverse team. 



Leeds 0113 230 777« 
London 01712983333 
Manchester 0161 499 1700 


Selector Europe 

SjKTKXT Sllkirl 


Phan raply wish fuH dciafa tee 
SfaMtor lump*. itef. TRS/lt 032-2/71, 
IS Connaught Plac^ 

London WZ ZED 


D E B 


Package 
cJ35,000 + 
bonus 


'AMS 


DcbmhaaH is now » 61 % Itadpfc Mowing is dtmogqr from die Burton Group, and bo a mmorer of Si.3 
mnttny it the tlTs madctt leading department store. The most recendy announced resale lad profit 
before tax up by 163* and sate irat hp by marc than 7.5SL Hans for the future indude the opening of .16 
dcw stores witMn tbe UK together with additional overseas aqjaraloa llic strategy of driving up sa les and 

aiardns,trfrilstfinpioimgcijst!oaieriente is pnxocdhR as pteo^TMs has te»iW hi tconitaawgnwtfi 

in turnover and profit over the tet five yeara. fo omtinue this soccer, they wish to recruit a number of analysts 
. w aid the awnncrdal dedstoiHnalring prt«ss. 

‘The QMorbndte 

ofiirf finwr ■tram m Truidon provides tbe budness with essential financial analysis and commercial 
suooort Debenhams has a commitinait fo providii^ iudividnals wfth c h al lengin g commercial apeilcnce and 
basitoonstiafereaKdofrcai^i«hi^caHwlndivkhite at dnslevd|aogresdng them throu^i to sente 


Central 

London 


MARTIN- WARD 
•ANDERSON- 

1V»KK ■ 


Ocbcnhamsofitelheo^xxTmiliytoc^ 

Ybu wiO gain exposure to strategic pteni 
, TTO^ringdirecdywidi the line fonaiqns. 

TbeiwUvkhtak ■ 


yrawgir- jJorfaipg ; performan ce review; Imestnient appraisal and costfatfne aoafysti 


Finance Director 


West Midlands 


to £50,000 + bonus + car 


This is an exciting opportunity with a leading company providing specialist services to 
industry, an autonomous subsidiary of a major international group, and the market leader 
wi thin its field. With a turnover of around £55 million, it is poised foe strong growth 
following a recent r e st r u ct urin g and substantial investment in systems and service delivery. 
Reporting to the Managing Director, you will be responsible for a medium sized finance 
department and will manage all accounting, performance monitoring and planning 
operations and play a leading role in die continuing development of an integrated business 
system. You will face two immediate challenges: to put in place robust financial systems and 
to upgrade management information flows and forecasting. 

You will be ACA or ACMA qualified with around 7 years post qualification experience 
and will have honed your strong man-management and commercial skills in a successful, 
results orientated company, ideally in die business to business service sector. A concise 
analytical thinker, you will be a team worker with a strong resilienr character and a 
commitment to success. Highly IT literate, you will have first class written and oral 
communication drills. 

In return you can expect a comprehensive benefits package with an annual salary of around 

£50,000, performance related bonis, executive car and generous holiday entitlement. More 
than that the position offers autonomy, responsibility and involvement along with tbe 
opportunity to build a career in a successful and progressive company. 

Vj!Trm|jl/l^ Please write with foil personal and career details, including an 
F I I lly M l IV indication of salary, to: Tony Potter, Ftrbeck Associates, 

QSSOClateS 5 Home Farm Court, Wortfeyi Sheffield S35 7DT. 



SUfElDiC nimr"** 3 * W*u uv 1 . * • - 

personal qualities will bc-cicn-more critical than your technical ddDs and you will be able to detnoostoBe 
crcrijbjhty wiA nofrfinantel people, oommeicist awareness and a- flexible uppro^ch. Tbu wlD also have well . 

. . 1 »■. - jw.vil. l U w milBi i Vin ai»l A<nnnci w * > rl mli^n i hlnlifr l i l l ' Bu rivtl Irani 


environment- ■ - . . * 

TbeBcnepb ■ 'L : . . , ,. 

in return for your commUmcnt, we offer a very, competitive remuneration package in rinding a car or car 

allowance, bonus up to 20*. 1-6 zone travel card, generous staff dhcouni and a contributory pension. 
Debenhams is an equal qpponuniiteanplnyfx 

for further information; jiessc all Mark Fnxbalm or CfaaflocteBbwiey at Martin T6rd Anderson on 0171 240 
S 3 ocfc* yourCYfothcmaMteta lhtd Anidcrsoo, 7&»py Court. Strand, London RCffi 

OEL, frx: 0171 240 881 8, aroaaH them cm info@imwjx>.iA Jfase ipjote jefcrencc 63376. 
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IT Appointments 


.S- A-i 


IT BANKING 


RISK MANAGEMENT AND TREASURY SYSTEMS 

Project Managers # Business Analysts # Consultants • Trader Support Analysts 


A k-aJini: filler in (Ik* hankiiic -mJ U iuiilc M-itor it seeking 
rn n.\ iuu alemcJ miJ jinbtauui u/JinihijJt. Rtxonr firowth 
t'umhiiK'd with new ituuunvet hjte led tn the crearioa of j 
number of new tippotrutuaet n idun tins orcauiMaoti. 

Trader Support Analysts will hjve ji loot reo sews' 
wpencnif tit’worfcuijj uirfi i clmiu. uiiirraeting with die trailing 
and risk itun.ig’-'inem jus* iiidudin^ tile devdopim.iit uf 
swell* or priemc Jiulstieal 'iippon. 

Project Managers. Business Analysts and Consultants will 
have an eveeUeui uiuiersuniiiti-a ■ if die range eil'inmumenn cr.uJnl 
m rhe nexjio and capita! iiLirkeu area a. well a. the tcehnohaty. 
vuicim and paekages implemented to -aippon dll' business. 

Cumrmlv with j bank, consultant* linn or *olhratc house, 
sou are imolieJ inch rhe auli-ui arid defimnort ■+ business 
requirements as well as the recomniendjriou. 
implement at ion and delivers of appropnaie 
solutions. 


Ccns-ihing L indeed 


You wiD luve in-depth knowledge with recent experience of 
implementing and supporting solutions in ooe or more of the 
IbOowuie areas: / 

• Risk Management 

• Derivatives 

• Treasury 8c Capital Markets 
■ Securities & Fixed Income 

Weil qualified academically with good interpersonal skills, you 
will be able to communicate effectively at all leveh. A high 
degree of prolevaomlism and enthusiasm with a delivery 
orientated approach is essential 

Th«*c positions will be wiJl rewarded and if you -ire able to 
meet these challenges please send your CV to Abu Snmmrn 
quoting r&rdcs FIW98 to: Sftfi Consulting limited, 

I Lloyds Avenue House, 6 Lloyds Avenue, London 
EG3N JAX.TH (0171) 481 1171. 

E-mail - SHGorunltrSlaoLcom 


Financial Systems Co-ordinator 


Specialist Recruitment for rhe Banking. and Finance Sector and the Supplier* 



et. Works 


Our client is one of trie world's leading independent oil and gas companies with an enviable 
international exploration and producing portfolio, its UK office has grown significantly due 
to phenomenal successes in its North African acreage. The company s first oil field began 
production in May this year and further developments are planned in the coming years. 

They now seek to appoint a Financial Systems Coordinator operating as an integral 
member of the finance team. Responsibilities will include: 

• Providing support and monitoring sendees for computer applications used for financial 
and administrative functions. 

• Evaluating and selecting computer software requiring financial interface. 

• Developing special reports from financial dat&ases to support project management and 
other business needs. 

• Installing and operating software and reporting tools and training end-users. 

Ideally, candidates will have at least four years' computer systems installation, operation 
control and maintenance experience, in addition to a knowledge of computer programming 
languages, tools and databases for report generation. Experience with accounting 
requirements and systems for international oil and gas operations is highly desirable as is 
a knowledge of software packages for end-user reporting. A degree with emphasis in 
accounting, finance information systems or related subjects will be an advantage, as will 
the ability to speak French. 

This is an outstanding opportunity for someone to develop their already successful career. 
To find ourTnore please submit your CV including current salary details, quoting reference 
MD5954, to: Jerry GoWsmith/Mark Carriban. Macmillan Davies Hod®, Salisbury House. 
Bluecoars, Hertford SG14 1PU. Tel: 01992 552552. Fax: 01992 505301. E-mail: 
goldsmrtdmdh.co.uk 

Also advertised on: www.careermosaic-uk.co.uk 

BIRMINGHAM - BRISTOL • GLASGOW ■ HERTFORD • LEEDS • LONDON • MANCHESTER 


West London 

Attractive 

package 



MACMILLAN 

DAVIES 

HODES 


FIXED INCOME 
Quants Analyst / Developer 


Our client is a leading global investment bank, market activities include a strong presence in Fixed income 
and Equities. A significant expansion plan and strong commitment has been applied to the development of 
state-of-the-art quantitative models for pricing, hedging and valuing securities and derivative instruments. 

A new opportunity has been created within the Fixed Income Division, this will involve developing new 
systems for global pricing models and liaising extensively with sales people on die trading floor. Projects 
are internationally orientated, therefore these may be some travel to New York. Tokyo and Hong Kong. 

Ideally, you should possess the following attributes: 

□ J year’s commercial experience 

□ A good academic background (PhD would be advantageous) 

□ Strong C and Unix skills 

□ Exposure to C++ 

This is a superb opportunity to enhance and develop in-depth knowledge of Bonds. Futures and Options 
products. A strong training structure is also in place to provide personal development, IT and financial 
market courses. If you feel you have a proactive approach, a sense of humour and can succeed in a 
challenging environmenL please contact our retained consultants. 


Business Analysts 
Investment Banking 


CITY 


To £55,000 + Banking Benefits 


If you are imersted in rhe 
above position, please contact 
cither Jonathan Leigh or 
Alex Blair quoting ref 0014 


Associates, 

INVESTMENT BANKING 

17 Si Helen's Place. London EC 3 A 6DE 


0171 335 5890 
0171 335 0008 
job@ huxley.co.uk 


The leading European Investment Bank is currently searching for dedicated Business Analysts to work across a 
broad base of business areas within Financial Control (P&L Production). Candidates wiD be working closely with 
the production, reporting and analysis of P&L information provided to the area. Projects are essentially global and 
currently providing P&L reporting and analysis functionality for the Equity and Equity Derivatives product lines. 

Key strategic aspects of these positions include: global systems, structured as well as OO analysis techniques and 
technologies including Sybase, Delphi. Business Objects, and P&L solution. 

Critically, successful candidates will be directly responsible for interacting with senior business users in the tasks 
of defining and delivering single global P&L solution for multiple product line. Therefore candidates should be 
from a true analysis background and able to assimilate and gravitate between teams on a business level. 
Prospective candidates should have solid business analysis experience and a keen desire to gain a thorough 
understanding of the tasks at band and further their knowledge of the business of investment banking. 

Ideally candidates would have a knowledge of Investment Banking processes from trading and settlement to G/L 
accounting and P&L reporting. 

Candidates would currently be working for an investment bank, securities house or a major management 
consultancy with first class interpersonal skills and a need to achieve. 

These positions are viewed as high profile roles within Financial Control and offer attractive remuneration 
packages including competitive banking benefits. 


Please contact Danielle Lorenz 




17 St Helens Place, London EC3A 6DE 




Telephone: 0171 335 5888 

Mobile: 0468 175002 

Fax: 0171 335 0008 

Email: d-lorenz@huxleyu30.uk 


Recruitment section 


is also available 


all week on 


www.FT.com 



BAR 




SYSTEMS AUDIT 


Competitive Salary + Benefits ♦ Bonus Sch eme 

Barclays Bank Me is one of the largest financial services groups in the UK. 
With operations throughout the world, we are one of the leading 
providers of co-ordinated global services to multinational corporations 
and financial institutions in the world's financial centres. 

To maintain this competitive edge we continue to develop first class IT 
based systems that are critical to the success of our business. 
Consequently we have identified the need to expand our complement of 
systems auditors within Group Internal Audit, both at a managerial and 
senior auditor level and across all business areas. 

You will identify risks faced by the business and ensure that the 
appropriate levels of controls are in place to mitigate against them. This 

If you are Interested in finding out more about these excellent career opporti 
Conan Bailey on 0171 419 0281 (evenings on 0171 394 0633) or send, fax or i 
at FSS Financial Charlotte House, 14 Windmill Street London W1P 2DY.| 
E-mail: cwbOtssxaiik Please quote reference FT0170. £ 

Barclays Bank PLC is an equal opportunities employer. 3 



FINANCIAL H 


Field Technology Met; 




> Salary to £$%QG0 jULH 
. •BosedteKent 




If you are a graduate with at least two 
years experience managing customer 
relationships in an IT environment, we 
should be talking. Our Client is looking for 
an individual who wants to stretch their 
capability. The working environment is in the 
financial services sector and effective 
customer relationships are a priority. 

This designate role is an exceptional 
opportunity to gain training and 
understanding of new technologies 
including NT. remote working and laptops. 
You will need to have excellent interpersonal 
skills, enabling you to run productive 
customer focus groups and workshops for 


end users. Your clarity of purpose will assist 
you in turning feedback into action. 

For the first six months you will work 
alongside the present manager after which 
you will become self-sufficient, forming a 
crucial link between IT and the areas of the 
organisation which rely on Field Technology. 

To register your interest, contact the 
Managing Consultant, Carol Mote on +44 
171 240 1040 or send your resume quoting 
reference number 5M67/1163 to Morgan & 
Banks PLC. Edinburgh House, Windsor 
Road, Slough SL1 2EE. Fax: +44 1753 570009 
e-mail: c.mote@moiganbanks.co.uk 


REGIONAL MANAGERS OTE £100,000 + benefits 
PRODUCT CONSULTANTS to £70,000 + benefits 

IPS-Sendere is the market leader In the provision of Asset/UaWity and Profitablity Measurement solutions 
to financial institutions worldwide. W6 have opportunities for Banting and Finance Professionals to make a 
significant contribution to our ambitious growth progra m me throughout Europe, the Mfcfefle East and Africa. 

Regional Managers wfl use thekconsuBatira sales abflBy to Wentiiy. develop and win new business. 

Product ConsuKants wfll provide day-to-day service to existing dent relationships including product training, 
implementation management and conceptual advice. Both rotes wfl involve fiequerft international travel 


Morgan 8 ftawfs 

I N T E R~ N~ A T ~! O N A T 


Regional Managers wDt: 

■ be able to establish cradMty wtt prospective 
dents through a thorough knowledge of Bank 
proBtabtty and risk management concepts: 

• be motivated to utifise thek Banking expertise in a 
consutotive sales environment where rewards are 
cflredty Inked to personal contribution; 

• have outstanding interpersonal and influencing 
skills; 

- be Graduates with Banking experience; 

• be fluent h English and fcteaVy n a second 


Product Consultants wilt: 

• demonstrate a detailed understa rating of solutions 
for Bank proftabity and risk management; 

• be able to develop and maintain relationships 
at a senior level throughout the efient base; 

• possess strong analytical and modefing skfls; 

• be Graduates wSh several years experience 
in an Asset/Liabflity, Risk Management; 
ProfitabSty Measurement or similar rote; 

• be feient in English and ideaBy be conversant 
in a second language. 


INl-HRM/.lION 
ITU INOUX-Y 


SI'F.CI A! [STS 


To qipiy, please write codosiag a CV to Heidi Smith at 

DPS-Seodero. Imperial House, 1 1-13 Young Street, Kensington, London W8 5EH. 

Alternatively, £n to (44) 171 938 2752 or *mafl to 
hckh^mitfa@ip5-sciulc7Dxm 


A IPS 

" Senderoi 




